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THE OUTLOOK 


The Open Market Money Rate and the Rediscount Rate—Refunding of Government Bonds— 
Railroad Efficiency Growing—Wholesale and Retail Prices —— The Market Prospect 


URING holiday week the markets assumed a decidedly 
more cheerful aspect. There was still a good deal of 
year-end selling, both by embarrassed business men and 

to establish losses for income tax purposes, but it was more 
than counterbalanced by investment and speculative buying on 
the part of those who looked forward to better conditions in 
January. 

The most influential of those better conditions will be an 
easier rate for call money. In the last days of December 
there was a noticeable increase in the supply of call money, 
although the rate still held at 7%. 


¢ + * 


ECAUSE of the prolonged period of 

difficulty in borrowing in 1920, busi- 
ness men generally are giving more atten- 
tion to money rates than has been necessary 
before for half a decade. The great power of the Federal 
Reserve Board is now thoroughly appreciated, as a result of 
its having been demonstrated in actual practice. The firm 
control exercised by the Board has naturally been resented 
by many borrowers who had an imperfect understanding of 
the situation, but the general approval of bankers throughout 
the entire country has cowed borrowers into an unwilling 
acceptance of the new conditions. Big business, also, has 
almost unanimously rallied to the support of the Board. 

It is evident that business men have been educating them- 
selves in practical economics during the last ten years—a 
fact naturally very gratifying to the editors of THE 
MaGAZINE OF WALL STREET, who have done their best 
to aid in inculcating sound views on business, finance and 
investment. 

A question now being widely asked is, how soon will the 
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Board reduce rediscount rates? On this point we are author- 
ized, in a semi-official way, to say that the Board has not 
attempted to reach any decision in advance, but will act in 
accordance with circumstances as they develop. 

It is not likely, however, that rates will be reduced at any 
The rediscount rate is now below the open 
This is a condition that should not exist except in 
It is an overlap from the war, when it 


early date. 
market rate. 
times of special strain. 
was believed to be necessary to maintain a money position of 
artificial ease. 

The rediscount privilege was plainly intended by the law 
for the most part as an emergency resource. If the present 
volume of rediscounts were to be allowed to become perma- 
nent, they would not then be available as an emergency re- 
source. But so long as the rediscount rate is below the open 
market rate, there is a constant inducement for the banks to 
lend at the higher rate and rediscount at a lower rate. This 
inducement should be removed by equality of rates, con- 
sidered as an average throughout the year. Rediscounts will 
then expand at seasons when more loans are required, and 
contract as seasonal conditions permit the paying off of 
the loans. 

It is, of course, especially important that the rediscounts 
based on Government bonds and Treasury certificates should 
be eliminated. This is a particularly undesirable form of 
“frozen credit,” since it means that the banks are forced to 
carry, as a load of credit, investments which are most de- 
sirable and profitable in the hands of private and institutional 
investors. Since the week of Feb. 27, 1920, rediscounts 
on Government paper have been reduced from $1,573,- 
000,000 to $1,141,000,000. Considering the stringent 
money conditions of 1920, this is good progress; but 1921 
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should see this undesirable item very nearly eliminated from 
our bank statements, r 
In the winter and spring months, the open market money 
rate should properly be below the Federal rediscount rate. In 
the fall, when crop moving requires an expansion of credit, 
the open market rate might well ‘be a trifle above the redis- 
count rate. 
* 8 & 
AVID R. FORGAN, president of 
the National City Bank of Chicago, 
includes the following pregnant paragraph 
in a contribution to a newspaper annual 


GOVERNMENT 
REFUNDING 


review: 

“*T have the hope that the incoming administration will fund 
the debts of England, France and Italy to this country on a 
long-time, moderate interest-bearing, sinking-fund bond, to 
be guaranteed by the United States and sold in this country. 
This will reduce our own national debt considerably, and the 
balance of it should be refunded by the issuance of a twenty- 
year 4!/4.% tax-free bond which will sell at par.” 

This is a condensed statement of a carefully considered 
program. The first part of it should apparently command 
almost universal acceptance as a reasonable and practical 
way of handling our big war advances to our allies. 

The second part will meet opposition on account of the 
higher rate of interest proposed and on account of the tax- 
free feature. But later events have made it clear that our 
Liberty Bonds, in justice to buyers, should have borne a rate 
of 412%. The discounts at which they now sell are an 


injustice to those who were urged to “borrow and buy,” “*buy 


until it hurts,” and so on. Many who bought heavily from 
purely patriotic motives have suffered as a result of their 
patriotism. 


In war, all have to suffer. But now that we are at peace— 


actually, if not technically—should the bondholder be asked - 


to continue to suffer? He can of course get a much higher 
return on other securities, and he would by no means be un- 
reasonable in asking that the Government pay him at least 
the low rate of 442%. 

Whether such bonds ‘should be tax-free is a question that 
is open to argument. It is certainly better to tax consumption 
—especially consumption of luxuries—than to tax investment, 
always a form of that saving or accumulation of capital on 
which civilization is ultimately foundsd. In time of war, how- 
ever, it was impossible to place all taxes on consumption, and 
the shift of taxation from investment to consumption cannot 
be made too rapidly without undue disturbance of trade. 

--*.% 


CAUSE for general congratulation is 
found in the increased efficiency in 
the use of equipment by the railroads since 
they were returned to private ownership. 
Average tonnage per freight car has increased more than 5 
per cent since March |, a gain equivalent to the use of 100,- 
000 more cars, and average mileage per day has increased 
more than 20 per cent, equivalent to adding another 300,000 
or 400,000 cars. The mark of 30-miles-a-day average has 
not yet been attained, but enough progress has been made to 
show that it is not out of reach. 
Adding half a million freight cars to equipment without buy- 
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RAILROADS 
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ing any is no small achievement. It will enable the roads to 
get through 1921 with only moderate purchases of cars, a 
highly desirable situation in view of the falling off in railroad 
income which has followed the check to the activity of busi- 
ness in general. It is not so favorable, of course, for the wel- 
fare of the equipment companies, but their interests are less 
widespread and their connection with the economics of in- 
dustry less direct. 

November railroad earnings are naturally smaller than 
October, from seasonal causes; but even when they are 
weighted to make up for this difference, they do not, as far 
as now available, indicate as good an annual rate as October. 
The holding back of crops by the farmers affects the roads 
severely, since they can neither haul the crops out nor haul 
back the goods that the crop money would have bought. 

* 8 # 


ETAILERS everywhere are now be- 

ing severely preached to because 

they do not reduce their selling prices to 

correspond with the fall of wholesale prices. 

Bureau of Labor figures for November retail food prices re- 

cently given out showed a decline of only 12% from the top, 

while wholesale prices at that time were down at least double 
that amount. 

All this is perfectly natural and inevitable. Wholesalers 
did not reduce their prices until they found it impossible to 
sell at the higher level, and there is no reason why they should 
expect retailers to act any differently—especially in view 
of the fact that as a rule retailers are not overstocked as com- 
pared with a normal rate of consumptive demand. 

But the natural relation between retail and wholesale prices 
will have to be restored, and the restoration will come mostly 
through the fall of retail prices. It is highly probable that 
business will have to be done at the cost of price concessions 
throughout the winter. Most people have reserve buying 
power, but they will use it more cautiously than the profiteer- 
ing wage earner, who now in many cases finds himself out of 
a job and receiving less sympathy than ever before under 


RETAIL 
PRICES 
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similar circumstances. 
. 
HE sharp rebound in the bond market 
at the end of the year was no surprise, 
in view of the bargain prices at which most 
bonds were selling. Preferred stocks are 
even cheaper, perhaps, compared with their real value. 

The stock market is passing through the familiar stages 
of accumulation which always follow a big fall of prices. 
The general condition is one of underlying strength, with the 
plane of quotations gradually rising as securities are absorbed. 
Doubtless a good deal of backing and filling still remains to 
be done, but a good foundation is being laid for an advance. 

Among the various groups the tobaccos are showing almost 
uniform strength; leading investment rails are absorbed on all 
reactions, but railroad stocks have to be selected with care 
because of wide differences of position; the best oil stocks 
have an upward trend; the principal steel, machinery and 
fertilizer stocks are well supported. On the other hand, min- 
ing, leather and shipping stocks show little rallying power, 
and in other groups there are individual issues whose behavior 
is discouraging. Tuesday, Jan. 4, 1921. 
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“American Banks Have Acceptance Power of 
$3,847,000,000,” Says Robert H. Bean 


Secretary of Acceptance Council Contrasts This Figure with $975,000,000 Acceptances 
Outstanding in March, 1919—The “Why” of Acceptances 


HE American Acceptance Council 
seeks the development of the trade 
acceptance because the organization 

believes it will help business. Mr.* Robert 
H. Bean is the secretary of.this Council 
and probably is as familiar with the de- 
tails of this instrument of liquefying capi- 
tal as any other one man in the country. 

The Federal Reserve Act describes a 
trade acceptance as “a draft or bill of ex- 
change drawn by the seller on the pur- 
chaser of goods sold, and accepted by 
such purchaser.” 

In other words, a trade acceptance is a 
time draft by a seller of goods upon a 
buyer for the purchase price, and accepted 
by the buyer with his promise to pay at 
a specified time and place. 

It is negotiable. The reason is that it 
is an evidence of a sale of merchandise 
and an acknowledgment to the seller by 
the buyer of the latter’s obligation to pay 
for goods bought according to the terms. 

“To Liquefy Credit” 

Said Mr. Bean: “The mission of the 
trade acceptance is to liquefy credit, im- 
prove the turnover and minimize credit 
losses. To maintain its place as a high 
grade credit instrument, it will be used 
with the best class of current accounts. 

“The acceptance is used to the best ad- 
vantage where goods have previously been 
sold on an open account basis’ and the 
credit department record of the customer 
shows that his account is usually settled 
with due regard for the credit terms. 

“A trade acceptance should never be 
given in settlement of overdue accounts.” 

I asked Mr. Bean about the geography 
of the matter—about the distribution of 
the use of acceptances—whether they are 
more popular in the East than in the West. 

“Along the Pacific Coast, and west of 
the Rockies, the acceptance is growing 
very fast. It is getting to be an institu- 
tion. Progress in its use is noted in the 
middle western states, and in the South, 
especially in Texas. The idea of the 
Council is never to attempt to force the 
use of the acceptance. Once a buyer or 
seller is shown the advantages and utility 
of it, and thoroughly understands its use 
and operation, however, he is very apt to 
quit the open account method.” 

I asked if there were not possibilities 
of the misuse of this instrument. 

“No system,” answered Mr. Bean, “either 
in credit or finance, is free from misuse 
by those who wilfully seek to misuse it. 
In times of credit stringency, devices are 
frequently resorted to, and sometimes at- 
tempts are made to mislead bankers. with 
the trade acceptance, to produce an in- 
strument that upon its face purports to be 
a commercial transaction when it is noth- 
ing more nor less than a fictitious one. 
The law specifically provides for such of- 
fenders and with the exercise of due care 
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and caution by managers of credit depart- 
ments in business concerns and in banks, 
such abuses are easily detected. 

“Some bankers may feel that the han- 
dling of trade acceptances will involve 
trouble and expense. These, however, will 
disappear when a large acceptance busi- 
ness is done in this country. A large 
amount of such business will bring about 
systems that will make the handling of 
acceptances simple and convenient. Im- 
portant committees already have been ap- 
pointed for the purpose of devising sys- 
tems of handling trade acceptances to the 
best advantage, and no doubt valuable sug- 
gestions will be the result.” 


Growing Use 


Mr. Bean is full of the subject and 
quoted the following figures to show the 
progress of the banker’s acceptance. 

“In March, 1919, there were about 350 
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accepting banks in America. Their ac- 
cepting power was $1,027,275,000. They 
had accepted in the aggregate $451,265,000. 
We now have approximately 500 accept- 
ing banks, 249 members of the Federal 
Reserve System having applied for and 
acquired the privilege of accepting up to 
100% of their combined capital and sur- 
plus. These 249 banks alone have the 
power of accepting to the extent of $1,275,- 
860,000. They had acceptances outstand- 
ing on June 30 of approximately 40.8% of 
this amount. The total of American bank- 
ers’ acceptances outstanding at that time, 
including those of non-member banks, 
private banks and acceptance houses, was 
approximately $975,000,000. 

“The maximum acceptance power of 


the members of the Federal Reserve 
System is $3,197,470,000. Private banks, 
non-member banks and acceptance 
houses have an acceptance power ap- 
proximating $650,000,000, making the 
whole acceptance power of American 
banks approximately $3,847,470,000. 
This power might conservatively be 
used to the extent of $2,148,735,000, 
were our open discount market thor- 
oughly developed and the business 
methods and practices in this country 
changed to enable the system to func- 
tion in the most satisfactory way. 

“There are now outstanding about $1,- 
150,000,000 in American bankers’ accept- 
ances. The holdings of the Federal Re- 
serve banks of this character of paper 
bought in the open market and discounted 
increased during the year about 33%, 
while the volume of acceptances issued 
and outstanding have almost trebled since 
March, 1919. The Federal: Reserve banks 
purchased in their own market operations 
for the year ending August 31, 1919, $2,- 
292,456,374; for the year ending August 
31, 1920, $3,389,615,984. They discounted 
during the year ending August 31, 1919, 
$14,922,634, and for the year ending Au- 
gust 31, 1920, $211,682,038. 

“The increase in the total purchased by 
the Federal Reserve banks in their open 
market operations is not due so much to 
the increase in the volume of acceptances 
outstanding at any one time as it is to the 
Federal Reserve banks having restricted 
their purchases to bills of very short ma- 
turities, 


Federal Reserve Holdings 


“The Federal Reserve banks held on 
June 30, 1919, bankers acceptances pur- 
chased in the open market aggregating 
$233,519,000; December 31, 1919, $405,339,- 
000; June 30, 1920, $255,564,000. These 
figures show conclusively the growing 
ability of the open market to absorb bank- 
ers’ acceptances. Such acceptances are 
now regarded by investors, individuals, 
firms, corporations, bankers and others, 
not only as a safe and sound investment, 
but a real reserve that can be converted 
into cash within 48 hours. The New York 
and New England savings banks alone 
now have available funds invested in ac- 
ceptance market now carry portfolios av- 
The discount houses and dealers in the ac- 
ceptances market now carry portfolios av- 
eraging in the aggregate about $100,000,000. 
From these holdings investors are able 
to make selections satisfactory as to ma- 
turities, denominations and names. 

“As an evidence of the progress that is 
being made in the development of the mar- 
ket it might be said that one concern 
whose resources and energies are ‘being 
applied to the development of the open 
discount market has discounted and resold 
to investors, firms, individuals, corpora- 
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Big Water Power Development Coming 


New Law Provides a Plan of Tremendous Scope—Applications Already Filed Involving Over 
$100,000,000—Appropriations Inadequate 


By O. C. MERRILL, Executive Secretary of the Water Power Commission 


OWER development has lagged for 
years because of the lack of adequate 
federal legislation. That bar no 

longer exists and the flood of applications 
presented. under the new act is an indica- 
tion how great the bar has been. 

With the new law, a new era is ahead 
in the development of electric power and 
its wider distribution and more intensive 
application in industry and transportation. 
Nobody knows, except in partial measure 
and approximate terms, what the nation’s 
commercially available water-power re- 
sources are upon which we may place de- 
pendence for our future needs, or what is 
their geographical relation to sources of 
raw materials, to lines of transportation, 
or to probable centers of industrial ac- 
tivity. 

Tremendous Power Available 

We believe our water-power resources 
are greater than those of any other in- 
dustrial: nation, but no one can estimate 
the full amount of power that can be de- 
veloped from our streams with any ac- 
curacy. The minimum estimate is placed 
at 50,000,000 horsepower, and the maxi- 
mum at 200,000,000 horsepower, and even 
the maximum is conservative if storage 
facilities are taken into consideration. 

When, however, it is realized that our 
power requirements for electrical utilities, 
for railroads and for manufactures are 
not less than 150 billion kilowatt hours 
per annum, and that in addition many mil- 
lions of horsepower are represented in 
heating plants, it appears time to take an 
inventory and to find out what and where 
our power resources are. 

The commission has authority to do this 
whenever it is granted the means. Other 
nations have realized the importance of 
this information. Great Britain has made 
a general study of the entire empire along 
this line. Canada has been carrying on 
this work for years. France, Spain, 
Switzerland, Italy, Norway, Sweden, and 
even Finland, are ahead of us in their 
knowledge of water-power . resources. 
Japan is handling an extensive survey of 
its resources, and Bolshevik Russia is be- 
coming active in ascertaining what her 
resources are. We alone seem to be con- 
tent with mere conjecture. 

The advantages in the new law include, 
just to mention a few leading features, a 
license system in place of the uncertain 
tenure and unknown requirements of pre- 
vious laws. The applicant for power 
privilege may obtain a license for a term 
of 50 years. This license is a contracr 
with the government. It contains in ex- 
press language all the conditions that the 
licensee must fulfill, and it cannot be al- 
tered during its term, either by the ex- 
ecutive or by Congress, without the con- 
sent of the licensee. 

When the license period expires, the 
United States may take over the proper- 
ties of the licensee for its own use, per- 
mit them to be taken by another, or issue 
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a new license to the old licensee; but if 
the properties are taken away, the licensee 
must be paid his “net investment” in the 
properties, an amount equal to the actual 
investment, plus severance damages, and 
less such sums in depreciation and amorti- 
zation reserves as have been accumulated 
in the period of the license after having 
received a fair return upon the invest- 
ment. 

If the license is renewed, it must be 
upon “reasonable terms.” The basis of 
payment will protect every dollar of ac- 
tual, honest investment in the properties, 
although “unearned increment” and _ in- 
tangibles will not be recognized. 


A Broad Plan 


The licensee will have to plan his own 
project, conforming, however, to a scheme 
of development embracing the full reason- 








WO decades prior to the pas- 
sage of the present Water 
Power Act only a few hundred 

were devel- 


built on navigable rivers during the 
decade in which the water power act 
of 1910 was in force. 

liberal measure passed last Summer 
has been put on the statute books, 
more than 135 applications for per- 
mits or licenses under the act, in- 
volving 25 states and the District of 
Columbia and aggregating more 
than 12,000,000 horsepower (over 
half in the navigable rivers in the 
Eastern states) have been filed with 
the commission and await its action. 




















able utilization cf the power in the stream, 
and he must maintain his plant in good 
order, provide for depreciations out of the 
earnings, maintain a system of accounting 
in such form as may -be prescribed, and 
pay a reasonable annual charge to reim- 
burse the United. States Government for 
its cost in administering the water-power 
act and recompensing it for the use~ of 
the public land or such other government 
property as may have been used. 

It is the intent of the water-power act, 
and it will be the purpose of its adminis- 
tration, to place no burden upon water- 
power developments, and to inject no risk 
into their operation that cannot show a 
compensating public advantage sufficient 
to justify the public payment of any added 
cost that may be caused thereby. 

Congress in passing the act provided 
that it should be administered by a Fed- 
eral Power Commission, composed of the 
Secretaries of War, Interior and Agricul- 
ture, but that with the exception of an 
executive secretary and engineer officer, 
all the work should be performed through 
the personnel of the three departments, 
whose secretaries comprise the commis- 
sion, and who have hitherto had water- 
power development in charge. It also 


made an appropriation of $100,000 for the 
payment of expenses. 

Estimates were prepared and submitted 
to Congress for the fiscal year 1922, but 
at the hearing before the committee on 
appropriations, the commission was in- 
formed that there was no authority to 
present estimates for purposes not spe- 
cifically set forth in the fundamental act. 
In order, therefore, for the commission to 
perform its functions in the next fiscal 
year, as well as to utilize the appropria- 
tion it now has, it will be necessary to 
secure an amendment to the water-power 
act itself. This amendment has already 
been introduced, and the hope is that even 
in the rush of the short session it may be 
possible to get it enacted into law. 

In passing the law in this form, Con- 
gress apparently assumed that there would 
be no greater water-power development 
in the future than in the past. The un- 
satisfactory character of previous laws re- 
sulted in very little activity in water-power 
development where it was necessary to 
obtain rights from the government. On 
the navigable rivers, for example, less than 
50,000 horsepower had been developed un- 
der grants of Congress since the year 
1910. The applications on these streams 
at the present time exceed 5,000,000 horse- 
power. 

Magnitude of the Task 


The commission has an enormous task 
before it and one that will be of vital im- 
portance to the industrial development of 
the United States. 

One special feature of the act which 
places new and important duties on the 
commission is concerned with valuation. 
The act provides that when a constructed 
project is brought under the provisions 
of the act the properties shall be valued 
and that the value so found shall there- 
upon be deemed the net investment of the 
licensee in the project. Applications have 
already been filed with the commission for 
licenses under the new law for a consid- 
erable number of such projects, aggregat- 
ing approximately 800,000 horsepower 
and involving values in excess of $100;- 
000,000. Projects involving several hun- 
dred millions more will be seeking licenses 
in the near future. 

When it is realized that every dollar of 
valuation allowed by the commission to 
go upon the capital account of these li- 
censes becomes a potential liability of the 
United States; that is, that it determines 
the price which the government must pay 
at the end of the license period if it takes 
these projects over, the importance of this 
feature of the work becomes apparent. 

This item alone is a task of no small 
magnitude. In fact it is second only to 
that of the Interstate Commerce Commis- 
sion. It will require the commission to 
procure a personnel trained and experi- 
enced in valuation work and to pay a scale 
of salaries under which it may avail it- 
self of properly qualified service and ad- 
vice in valuation matters. 
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ENGLAND 


HE iron and steel trades are experi- 
encing a slow but steady reduction in 
prices. England considers the case of 

Belgium, which was the first producing 
country to reduce iron and steel prices, 
now being showered with orders. Inas- 
much as the home demand cannot absorb 
the output of the British works, and also 
because there is a reduction in prices go- 
ing on continually in all the producing 
countries, it is predicted by students of 
the situation that iron and steel prices in 
England will go to far lower levels, ac- 
companied by a corresponding increase in 
her exports. 

Manufacturers of dyestuffs are finding 
difficulty in securing export licenses, 
which means that American manufactur- 
ers are laying the foundation for a big 
Chinese business. Of course, Germany is 
still on the job with her efficient cam- 
paigns in her aniline and indigo dyes. 
However, if or when the British manu- 
facturers are permitted more and better 
facilities for obtaining export licenses, the 
manufacture and exportation of dyestuffs 
will leap forward. 

According to a statement made by the 
National Bank of Commerce in New 
York, England and her possessions have 
imported from the United States in the 
first 10 months of 1920, double the num- 
ber of automobiles than for the corre- 
sponding period in 1919. 

England is tossed by labor troubles. 
Trade-unionism is fast assuming the form 
of menacing agitation. As a consequence, 
industries are not in a state of progres- 
sion. Only about one-fifth as much coal 
was exported from England in the month 
of October, 1920, as was exported during 
the same month in 1913. Of course, the 
value is higher. 

A saving thing about the situation is 
that England’s banking system is sound. 
There was one failure of a private bank 
during the past month, although this is 
not very disturbing to Americans, who are 
accustomed to bank failures. 

The end-of-the-year valuation of 387 
stocks shows a fall in market value for 
the year of about 250 million pounds, 
while the same securities compared with 
July, 1914, values show a depreciation of 
1 billion pounds. Added to this is the 
slump in commodities. Some of the Eng- 
lish writers on conditions argue that com- 
modities must go lower before the move- 
ment sets in for a substantial recovery. 
Some of the pessimistic of these prophets 
predict that there will be many failures 
during the next few months. 


GERMANY 
A report just published by the German 
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The World’s Business 


Financial and Industrial Conditions in Leading Foreign Countries 


Ministry of Economics shows that in the 
first five months of 1920, Germany’s ex- 
ports amounted to 23,688,000,000 marks, 
as against 1,169,000,000 for the same five 
months of 1919, whereas imports in the 
same period amounted to 28,480,000,000 in 
1920, as against 3,339,000,000 in 1919. The 
report says, “The disproportion between 
imports and exports had been lessening 
gradually since October of 1919. In April, 
1920, the exports exceeded the imports for 
the first time. In May, 1920, the last 
month for which trade statistics are avail- 
able, the excess of exports rose to 1,110,- 
000,000 marks.” 

Germany is going in heavy for South 
American trade. Here is an example: 
Five locomotive companies—two English, 
two American, and one German—recently 
bid to a certain one of the South Ameri- 
can governments for a line of railway 
equipment. The German underbid all the 
rest by 30%. 

We wonder how Germany can make 
much headway in foreign trade, handi- 
capped as we know she is. We may think 
she has no shipping, but she turns to 
Scandinavia to carry on her shipping for 
her. Blacklisting does not seem to inter- 
fere, and the loss of the cable which the 
Germans laid ten years ago from Emden 
to the African Coast, has not proven to 
be an insurmountable obstacle. Wireless 
is taking the place of the cable. German 
interests have inaugurated eight wireless 
stations in Argentina. A loan of 20 bil- 
lion marks is scheduled to go through the 
Reichstag before the first of January, 
which will be used to reduce inflation. 

Despite the protestations of poverty in 
Germany and the consequent claim of in- 
ability to meet reparation payments, the 
unification of the great German dye plants, 
effected in 1916 and originally planned to 
continue until 1966, has now been ex- 
tended to the year 2000. For the en- 
larged operation of these plants new capi- 
tal is being called and eagerly subscribed 
by German citizens. 


FRANCE 


France is handicapped industrially be- 
cause she feels that she is obliged to main- 
tain a large army, costing not only enor- 
mous sums of money, but taking her man- 
power from productive activities. 

Figures recently published for the first 
nine months of 1920 show imports of 27 
billion francs compared with 24% billion 
francs for the first nine months of 1919, 
and exports of 16% billion francs this year 
as against 6% billion francs last year. 
The import increase is small, while the 
export increase is large. This is a sign 
of French pluck and management. 

The woolen and cotton trade is affected 






by the fall in prices and the restricted 
purchases by the public. Manufacturers 
have large stocks of goods on hand, pur- 
chased at a high price. In 1919 appeals 
were made to manufacturers to produce, 
and now there is an appeal to the public 
to restrict purchases. 

The leather business is bad in France, 
owing to the fall in prices. One large 
leather concern has just failed in Paris 
with liabilities exceeding 40 milion francs. 

Reports from Lyons, the great silk cen- 
ter, states that the price of the staple 
product has fallen 50% in the last four 
months. Some of the large manufacturers 
now holding large stocks of silk are con- 
sidering an arrangement whereby all or 
most of them will throw their stocks on 
the market at a loss, and be done with 
worrying. 

American and French oil interests are 
getting together by the recent formation 
of the Standard Franco-American Oil 
Company. Probably the idea in this is 
to break the monopoly in oil which French 
interests have enjoyed up to this time. 


ITALY 


The disturbances which embarrass the 
industries of Italy are gradually subsid- 
ing. The government seems to be suc- 
cessful in coping with the warfare which 
raged for a while between capital and 
labor. 

The Italian government has assumed 
control, to a large extent, of labor. It is 
seeking an arrangement with this country 
whereby we will get Italian laboring men, 
and Italy will get our coal. Whether this 
arrangement can be consummated or not 
is a question. 

Labor is Italy’s principal commodity of 
export. She needs coal more than any 
one thing, and this need is illustrated by 
her imports of coal from Great Britain 
during one month, October. In_ this 
month in 1920 she imported 171,000 tons 
in round numbers. In the same month of 
the year 1913, she imported from Great 
Britain 910,000 tons. However, the cost 
of the month’s coal this year was 802,000 
pounds, as against 652,000 pounds for the 
month in the year 1913. 

Recently a proposal has been made at 
the Italian Embassy at Tokio to send a 
mission of Japanese business men to Italy 
for the purpose of conducting negotiations 
with the leading Italian silk men in the 
interest of the development of sericulture 
in China. 

Across the border is what was once 
Austria. Austria seems to have given up 
industrially. In Vienna the street rail- 
ways and gas and electric works will have 
to be sold, because their constantly’ in- 
creasing deficit cannot be met. Once a 








tobacco monopoly was centered in Vienna, 
but the whole business is for sale now, and 
no buyers. These and other concerns can 
and will earn many millions for private 
enterprise, while they are at a loss to the 
state. The adventurous American dollar 
could go in here and purchase these de- 
teriorated concerns at an _ insignificant 
cost, and make a real investment. 


NORWAY 

Norway is making an effort to increase 
its exports and decrease its imports until 
something like normal conditions obtain. 
From January to September, 1920, the 
value of Norway’s exports to this country 
was 66% above the highest point in any 
year before the war. In the same period 
in 1919 the value of Norway’s exports to 
this country was 4% million dollars; this 
year they amounted to 15 million dollars, 
an increase of approximately 240%. Her 
imports from the United States decreased 
from 99 million dollars during the first 
8 months of 1919 to 75 million in the same 
period of 1920. 

In November a campaign was begun in 
New York to borrow 150,000,000 kronor. 
This comes rather soon after the recent 
offering of $20,000,000 of 8% bonds. 

Commodity prices in Norway are 400% 
higher than they were before the war. 
The high price of coal is especially felt. 
Norway imports all of her coal and the 
high cost of it necessarily works to im- 
pede her industries. 

Bergen, a flourishing Norway city, sold 
$4,000,000 of her 8% bonds in New York 
in November, which shows that New 


York investors have a good opinion of 


Norway cities. 

Norway has no -retarding labor prob- 
lems nor Bolshevik tendencies. Her bank- 
ing facilities are good, and the national 
characteristic is thrift and honesty. 


BELGIUM 

Belgium continues to set the pace in 
Europe. The country is showing won- 
derful recuperative powers. The first 8 
months of 1920, the commerce of Belgium 
amounted to 14,933,650,000 francs, of 
which 8,461,925,000 francs were imports 
and 6,471,725,000 francs exports. The 
commerce for the same period of 1919 
amounted to 4,210,900,000 francs, of which 
3,144,779,000 francs were imports and 1,- 
066,121,000 francs exports. Of course the 
value of the franc in 1913 was at a parity 
with a dollar, whereas at the present rate 
of exchange the franc has depreciated 
nearly threefold. Making due allowance 
for this, still the present commerce of Bel- 
gium is greater than it was in 1913. 

There is a balance of trade against Bel- 
gium amounting to about 2,000,000,000 
francs; due to the import of food products 
and beverages as well as raw materials, 
the import of which is increasing from 
month to month. In manufactured goods 
there is an increase of exports of nearly 
600,000,000 francs over the corresponding 
period of 1919, the exports in point of 
quantity being nearly double that of 1919, 
and in point of value, ten times as great. 

The principal imports from the United 
States are meat, butter, margarine, grain, 
canned goods, hides, copper, iron and 
steel, tobacco, wool, cotton, chemicals, 
leather, shoes, underwear, finished rubber 
and automobiles. 


The principal exports to this country 
were sugar, raw hides, ivory, rosin, 
chemicals, silk thread, linen and glass. 

The progress that is being made in Bel- 
gium is reflected in her railway returns. 
In 1913 the receipts for 9 months 
amounted to 252,000,000 francs, and the 
returns for this year show receipts 
amounting to 584,580,000 francs. Not- 
withstanding higher charges, the figures 
mean good trade activity. 


HOLLAND 

The imports for the first 8 months of 
the year 1920 exceeded in value the im- 
ports for the same period of 1919 by about 
50%, and the exports for the first 8 
months of this year exceeded the exports 
for the same time last year by about 50%. 

Warehousing Company “Katoenveen,” 
Inc., a limited company, has recently been 
organized by several of the leading mer- 
chants, chambers of commerce, steamship 
contractors, brokers, and banks of Hol- 
land, for the purpose of specially attend- 
ing to the storing, cartage, conveyance, 
sampling and general handling of Ameri- 
can raw cotton, cotton linters, and waste. 
Rotterdam recently erected a Cotton Ex- 
change, which will be open to visitors as 
well as to members of the Rotterdam Cot- 
ton Association, and is apparently making 
a strong bid to become the gateway for 
the transshipment of merchandise from 
the United States to Central Europe. 

There is a proposition on foot for the 
Netherlands government to take control 
of the railroads. It is proposed that the 
state railway company increase its capital 
from 24 million florins to 40 million, and 
that the Dutch railway company increase 
its capital from 22 million to 30 million 
florins. This new stock will be bought 
by the government at par, thereby giving 
the government control. There are many 
provisos in the proposal that seem equit- 
able, among them being that if profits in 
any year exceed 61%4%, the government 
will take over 80 per cent of the excess. 

The German government has just bor- 


rowed 200,000,000 guilders from Holland. 


An Opportunity 

American investors are buying the high 
grade bonds of foreign governments is- 
sued in London and payable in sterling. 
The discount on sterling at New York 
means getting these. bonds cheap. As- 
suming that these bonds are first class 
and that the price in London will rise on 
account of the exchange ultimately reach- 
ing normal, there will undoubtedly be a 
profit in the transaction on a resale. 

British investors are equally awake to 
the situation due to the desparity in ex- 
change. Many sterling issues of Ameri- 
can enterprises are payable not only in 
sterling but at the option of the holder 
of the securities at New York in United 
States gold, and the exercise of this op- 
tion at this time permits the British holder 
to buy with the proceeds of his coupons 
in New York an amount of sterling much 
greater than he would receive if the 
coupons were cashed in London. 


CHINA 
SHANGHAI Trape GRowInc 


The year 1913 in the commercial history 
of China was reasonably normal; there- 
fore, for comparative purposes, says Con- 


sul General Edwin S. Cunningham, it may 
be accepted as fairly representative of the 
pre-war period. In 1911 a revolution re- 
placed the dynasty with a Republic, and 
conditions were naturally decidedly un- 
settled. The year 1912 may be regarded 
as a reconstruction period with usual un- 
settled conditions, and 1913 suffered a 
second small revolution, which did not 
upset commercial conditions. 

In 1913 Germany was an important fac- 
tor in the foreign trade of Shanghai, even 
more important than the approximate 5 
per cent reflects, whereas in 1919 it is 
omitted from the list of nations trading 
with Shanghai. Russia bought, in 1913, 
$8,604,055 of Chinese products, and in 
1919 only $6,278,449, though China’s trade 
almost trebled in that period. Imports 
from Russia have always been a negli- 
gible quantity. Belgium has not resumed 
its place among the nations trading with 
Shanghai, though in 1913 its trade amount- 
ed to $11,068,230. 

Great Britain held first position in 
Shanghai’s total trade in 1913, easily be- 
ing almost 50 per cent greater than the 
nearest competitors, the United States 
and Japan, whose trade was almost equal 
in 1913. In 1919 the United States for 
the first time took first place in the total 
foreign trade with Shanghai, with Japan 
in the second place and Great Britain in 
the third. Just how much the boycott of 
Japanese goods in China has affected the 
trade is unascertainable, but no doubt it 
has had considerable to do with Japan 
dropping into the place of second impor- 
tance. , 

The phenomenal growth of the Cana- 
dian trade with Shanghai from $1,673,723 
in 1913 to $26,384,894 in 1919, it may con- 
fidently be stated, is very largely due to 
the better shipping facilities provided by 
Canada between Vancouver and the Ori- 
ent, for United States products is pro- 
vided between American Pacific ports and 
the Orient, and the further reason that 
the importer incorrectly states the origin 
of the goods when he makes his declara- 
tion to the Chinese Maritime Customs. 
In other words, the United States sales 
and purchases are accredited to Canada 
rather than to America, the real source 
and destination. 

As a single illustration, reference is 
made to the item of imported textile ma- 
chinery in a table for 1919, which credits 
$1,554,998 to Canada and $1,087,374 to the 
United States, whereas it is well known 
that the manufacturers of textile ma- 
chinery are located in the United States 
and not in Canada. 

The following table, in haikwan taels, 
indicates the phenomenal growth of the 
port of Shanghai from 1913 to 1919, as 
reflected in the gross and net trade: 

Net Trade 


276,411,418 

323,998,501 

410,748,767 
The gross value of the trade of 
Shanghai in 1919 was $1,043,720,363; in 
1918, $748,123,598; and in 1913, 395,616,- 
112; an increase in 1919 over 1918 of 
$295,596,766, or 39.5 per cent, and over 

1913 of $648,104,252, or 163.8 per cent. 
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Britain’s Imports at Lowest Point in Year 


Trade Returns for November Show Important Improvement—Government Financial Require- 
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By MAX GOLDSTEIN 


Traveling European Representative of The Magazine of Wall Street 


IX spite of the effects of the coal strike, 
the trade returns for November for 

Great Britain are the best in four 
months. In fact, the excess of imports 
have shrunk to a figure that has been low- 
ered only once in the past twelvemonth, 
as the accompanying statistics show. 

One unsatisfactory feature, however, is 
that all and more of the reduction in im- 
ports is accounted for by the decrease in 
raw materials, amounting to nearly £11,- 
000,000. While this is partly due to de- 
clines in raw material prices, it is prob- 
ably enjoy a very good market next year, 
part of manufacturers to use up existing 
stocks of raw goods. This suggests that 
raw materials producers in America, par- 
ticularly of metals and cotton, will prob- 
ably enjoy a very good market next year 
when the British trade slump is over. 
One effect of German competition, in all 
probability, is registered in the increase 
in imports of chemicals, dyes and drugs, 
by over £2,000,000. 

Among the exports, coal, as was natu- 
ral, shows a dropping-off, but an improve- 
ment of over £5,000,000 is shown in steel 
and iron articles and machinery. Cotton 
yarn and manufacture also show an in- 
crease of fully £10,000,000, but this may 
be attributed to the execution of old 
orders. 

News at the present time from the tex- 
tile industry of the North is anything 
but cheerful, as the daily papers of the 
district are full of stories of one mill after 
another closing down or operating on a 
twenty-four-hour week schedule. Unem- 
ployment is general and a distressing 
feature of the trade is the tremendous 
cancellation of contracts which is taking 
place. Many old firms have had to resort 
to bank overdrafts, adding to the financial 
stringency which is prevalent. 


Large Government Requirements 
Heavy Government requirements are 
believed by many financial observers to be 
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the most important immediate cause of 
the money tightness, and little improve- 
ment in this respect is anticipated before 
early 1921. Considerable agitation against 
a number of the fiscal policies of the Gov- 
ernment is beginning to bear fruit. 


The long-standing outcry against “waste” 
in the conduct of public affairs has led to 
a thoroughgoing discussion of the whole 
problem which is now going on, and in 
the opinion of some will eventually cause 
a decline of perhaps over £200,000,000 in 


Government expenditures. It is proposed 
that departments originated to take care 
of war needs be liquidated, and that the 
others be “rationed” in a drastic budget 
which will compel them to cut down their 
staffs and institute a regime of severe 
economy. 

Another Government plan which is be- 
ing severely attacked is the attempt to pay 
off the major portion of the war debt 
through taxation of the present genera- 
tion. Prominent financiers urge that part 
of the burden be shifted on to the next 
generations, because the war was waged 








FOREIGN TRADE OF GREAT BRITAIN, 
Total Excess of 
1919. Imports, Exports. Imports. 
Nov... 143,564,907 107,376,940 36,187,967 
=. . 169,785,141 117,018,164 52,716,977 


183,498,888 181,344,386 52,154,002 
61,946,353 
45,916,777 
40,495,198 
26,754,316 
34,014,952 
8,041,968 
24,982,896 
21,885,818 
128,429,034 21,460,193 


149,889,227 429, 
182,479,853 11,780,330 


144' 260,183 




















for their benefit as well as for our contem- 
poraries, and more practically because the 
amount of taxation necessary to pay off 
the debt at this rate is an intolerable 
burden to industry and deprives it of 


ments Still Heavy—The New Currency 


(Writing from London) 


much-needed capital. Whether the advo- 
cates of a change in the Government's 
policy will be as successful in this direc- 
tion as in the other is difficult to say. 
Certainly no signs have appeared to indi- 
cate it. 

Another proposed change of importance 
is the proposed wholesale funding of the 
floating debt, by the issue of a short-term 
bond which will be constantly kept “on 
tap,” as the War Stock was, that is, with 
subscription list kept continually open. It 
is pointed out, however, that while this 
method succeeded during the war, it might 
have different results at the present time, 
with no war profits to draw on, a trade 
slump prevailing, and plenty of other chan- 
nels working to draw off investment capi- 
tal which were closed during the war, as 
in the United States by the Capital Issues 
Committee. The plan has some powerful 
advocates, however, and recently the Man- 
chester Board of Trade has come out 
with a resolution calling for its adoption. 


Revenues Up to Expectations 


In the meantime it has been officially 
stated in Parliament by the Chancellor of 
the Exchequer that revenue is coming in 
about up to estimate, while expenditure is 
apparently somewhat below the estimated 
amount. He reminded his hearers, how- 
ever, that expenditure during the’ latter 
half of the year is normally above that 
for the first half, so that this favorable 
showing probably would not be main- 
tained. It is believed, however, that both 
revenue and expenditures for the year will 
be found to have come up to original ex- 
pectations without material variation. 

Little excitement has been aroused by 
the announcement that in a few days the 
Government will begin to replace the 
existing silver currency by a new issue 
consisting of 50% silver, the rest being 
mostly - nickel. This will not interest 
American silver producers much, as they 

(Continued on page 355) 
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—Germany’s Demoralized Railroads 


Once Prosperous Systems Fast Going Into Decay—Government Unable to Cope With Situation 


F we are slightly concerned for the 

welfare of our railroads, Germany is 

desperately worried about hers. The 
same lines that oncé constituted the 
pride of the Empire and turned over to 
the various state treasuries approxi- 
mately 1,000,000,000 marks every twelve 
months will close the present fiscal 
year with a deficit dangerously near 
15,000,000,000 marks. The system now 
in effect cannot possibly be continued, 
though a way out of the tangle is not 
in sight. Of unanimity of opinion 
among those responsible there is not 
the slightest trace. And yet Germany 
must have railroads. 


Difficulties Developed Suddenly 


The difficulty, war-made, of course, 
has descended upon the German gov- 
ernment with such suddenness that -it 
stands aghast. Though the German 
roads began to depreciate in value at 
the very beginning of the war, they still 
showed a net profit of 566,937,069 marks 
in 1917 as compared with a clear loss 
of 1,228,841,032 marks in 1918. In other 
words, they were 313.31% less favorable 
as an investment in 1918 than in 1917. 
Since then the losses have been colossal. 

When the war broke out, there were 
38,747. miles of railroads in Germany, 
2,917 miles of which belonged to private 
companies and the rest to the various 
states through which the roads ran. 
The Federal Government had nothing 
to do with them. The present Republic 
saw from the outset that it was im- 
possible for the states to hold their 
roads; they were all turned over to the 
Reich, or realm. This was not done in 
the vicious and almost proverbial belief 
that the national government is a 
princess bountiful with inexhaustible 
treasures. It was clear that a change 
had to be made and the federalization, 
or socialization, of the roads seemed 
the most feasible plan. 

Now if a violinist or lyric poet were 
asked why Germany’s roads are running 
behind he could give a number of sub- 
stantial reasons, such as the increased 
cost of production, the decreased effect- 
iveness on the part of labor, and so on, 
A few statistics, however, will throw 
additional light on this question. 

Taking. the six years from 1914 to 
March 31, 1920, the increase in the cost 
of coal has been 1900%; that of manu- 
facturing a medium-sized locomotive 
600%, and that of putting a 15-ton 
freight car on the tracks 950%. Steel 
rails now cost 28 times what they cost 
six years ago, oak wood 38 times as 
much. Freight rates for the same 
period have been increased, to be sure, 
490.6% for the same period, and pas- 
senger rates have also been increased. 
No railroad has ever yet become glutted 
with riches, however, from hauling hu- 
man beings. 
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—Can They Be Saved? 


By ALLEN WILSON PORTERFIELD 


The receipts for one kilometre (five- 
eighths of a mile), are now 4.7 times as 
large as in 1914, while the expense of 
running one kilometre is now 12 times 
as great as it was then. 


Prussia as a “Boss” 


But one trouble with the German 
roads is not so much the discrepancy 
between the increase in the cost of 
operation and the increase in freight 
and passenger rates as in Prussia. 
Damning Prussia has been a favorite 
pastime for about six years. But how- 
ever rotten she may have been as a 
state in general, she was an uncom- 
monly successful, even if disagreeable, 
boss of other states. And Germany’s 
state railroads were largely Prussian 
railroads. Of the total 38,747 miles, 
23,771 miles were in Prussia. But there 
aie no more Prussian roads. There are 
only German. Prussian efficiency is 
gone—and gone, the Germans now feel 
and the rest of us hope, forever and be- 
yond recall. 

A glance at the dividends paid by the 








INTEREST PAYMENTS BY FOUR 
GERMAN ROADS. 


1910 1911 1912 1913 
6.47 7.20 7.27 6.39 
4.68 5.19 4.45 4.22 
4.75 5.58 4.65 4.60 


Wurttemberg . 3.53 3.43 3.38 3.04 




















four states that ranked as Kingdoms 
under the Empire will show how Prus- 
sia outranked the others as a manager 
of railroads. Taking the five years im- 
mediately preceding the war, the table 
herewith shows the interest the four 
main state railroads paid on their in- 
vestments. 

The figures are eloquent. Wiirttem- 
berg, for example, is what the con- 
ventional tourist terms a “lovely 
country,” but where her railroads paid 
a trifle over 3%, Prussia’s paid over 6%, 
and business is business. 

The first phase of the situation to be 
considered has to do with manpower. 
Where Germany was employing 740,502 
men six years ago, she is now employ- 
ing 1,043,620, or about 27 men to a mile. 
And where, only seven years ago, the 
average salary of her railroad em- 
ployees was 1,300 marks a year, it is 
now near 13,000 marks. Where these 
men formerly worked 12 hours a day 
and were happy, they now work 8 and 
are sulky. And where there were 221,- 
206 cases of sickness as late as 1917, 
there were 451,677 in 1918. Nor are 
these feigned cases. The men are un- 
derfed and unfit to ward off disease or 
do a full day’s work—or a full eight 
houts’ work—when well. 


Rolling Stock Over-Extended 


Moreover, the rolling stock of the 
German railroads is, and long has been, 
large, if not excessive. When the 
armistice was signed Germany had 
about 30,000,000,000 marks invested in 
her roads. Prussia alone had 29,184 
locomotives, 54,823 passenger coaches, 
and 624,459 freight cars. The condition 
of these after nearly five years of war 
service is more easily imagined than de- 
scribed. The engines were stripped of 
every single ounce of copper mountings, 
the axles were ground out from lack of 
oil, the passenger coaches were without 
everything except the worn, torn and 
battered framework, and the roadbeds 
were weedy. But it is all in the family, 
the Socialist Government thought, and 
when it took them over it did so with 
charitable and convenient neglect of the 
fact that they had just been through 
the war and paid prices at peace value. 
And then, German-like, they set to re- 
pairing. They have done much of it 
and at an enormous cost. Materially 
Germany’s roads today are in fair con- 
dition. 

It all presents a fascinating problem 
in the relation of state to federal gov- 
ernment. How is Germany going to 
solve it? She has suggested the forma- 
tion of a Federal Railroad Stock Com- 
pany, she has considered renting the 
entire system, she has been strongly 
advised to return the roads to their 
former state owners, and she has even 
thought of selling them to a foreign 
consortium. . 


Only One Plausible Scheme 


It is as plain as a pikestaff that the 
last three of these schemes are unfea- 
sible separately and moonshine incarnate 
taken collectively. Who would rent or 
buy a concern that is losing fifteen 
times as much as it made five years 
ago? What transformation has taken 
place within the twenty-four states of 
the realm which a year ago threw up 
their hands, cried “Kamerad!” to the 
Federal Government, and said, “come, 
take us over, for we are at the end of 
our string?” How many of the states 
would agree to take back what they 
were only recently glad to get rid of? 
The answer in each case is negative, 
both in form and fact. 

But something must be done. Private 
ownership is out of the question. The 
privately owned roads always paid their 
men less and worked them harder than 
the state roads, and yet their rates were 
higher and their service inferior, so that 
everybody was dissatisfied and nobody 
has forgotten the lesson learned, Any- 
how, Germany is setting her mind, 
under duress, on the complete socializa- 
tion of all industries such as railroads, 
so that the prospect of “capitalistic in- 

(Continued om page 347) 
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The Prospect for Revival in 1921 


Part I—Economic and Financial Factors 


O emphatic, and so far-reaching in their 
effects upon the pocketbooks of our 
entire population have been recent 

broad swings of prices and business ac- 
tivity, that it is no longer necessary to 
argue or quote statistics to prove that 
these swings are based on something more 
fundamental than the varying conditions 
of individual industries. 


The “tides in the affairs of men” have 
become matters of common knowledge. 

The cycle theory, when I began to write 
about it twenty years ago, was by no 
means a novelty, but it was still a theory. 
The fantastic effort of Jevons to connect 
the ten-year cycle with sun-spots had 
given the idea a bad start with the more 
practical class of economists. As for the 
business man, he regarded the whole sub- 
ject with suspicion and doubt. He stig- 
matized it as “theoretical”—than which, 
from his point of view, nothing worse 
could be said. 

But the theoretical stage has been passed. 
When I wrote in the Quarterly Journal of 
Economics about the “instinct of anticipa- 
tion” and its effect upon prices and busi- 
ness activity, the leading economists oi 
that time spoke of my “very interesting 
article.” Lay readers were frankly 
skeptical. 

Today their own vain efforts to antici- 
pate the wide fluctuations of both security 
and commodity prices have afforded prac- 
tical illustrations of the idea, until it no 
longer needs either explanation or defense. 

There are, in a word, two forms of 
“cycles,” or trade swings—the “Major 
Cycle,” which in this country since 1837 
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By G. C. SELDEN 


has varied in length from 16 years (in 
Civil War times) to 20 years; and the 
“Minor Cycle,” quite clearly visible since 
1885, usually completed within three or 
four years. 

The minor swing operates within the 
major swing and is influenced by it. That 
is why the major swing is of practical im- 
portance. Before we can form an intelli- 


OF AMERICAN EXPORT BALANCE 
TO TOTAL FOREIGN TRADE 


The basic idea of Graph 1 is the broad 
inflow and outflow of gold to and from 
our shores. A period of trade depression 
and low prices.in this country makes it 2 
good place for foreigners to buy merchan- 
dise and poor place for them to sell. Re- 
sult: The U. S. sells more than it buys 
and the excess of sales has to be paid for 
by other countries in gold. 

Since gold supplies are the basis of 
credit, this inflow of gold permits a wider 
extension of bank credits and this has a 
decidedly stimulating effect on our do- 
mestic trade. Our prices gradually rise 
compared to prices in other countries, and 
eventually conditions are reversed—the 
U. S. becomes a good market for foreign- 
ers to sell in and a poor market for them 
to buy in. So our export balance of mer- 
chandise falls off. (In fact, it will proba- 
bly, within the next decade, become an im- 
port balance.) 

Our gold imports then cease and gold 
exports follow. This cuts down our base 
for credit and brings a long, slow price de- 
cline—interrupted, of course, by consider- 
able rallies—until finally we find ourselves 
back at the beginning of the process again, 
with low prices, growing exports, and gold 
coming in again. 
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gent estimate of the character of the next 
Minor Cycle we need to know our posi- 
tion in the Major Cycle. 

Graphs 1 and 2 will be remembered by 
some of the persistent readers of this pub- 
lication. They show, as well as any fig- 
ures I know, the broad trend of the Major 
Cycles. 


- 


Counting from our years of biggest ex- 
port balances, as seen on Graph 1, this 
cycle lasted from 1878 to 1898, and the 
next one (shortened by the war) from 
1898 to 1916. 

Our export trade, though much smaller 
in volume than our home trade, is im- 
portant because it directly affects our gold 





supply and thus our credit expansion or 
contraction. 


Importance of New Construction 


When we come to domestic business, the 
biggest factor of change over long periods 
is found in the extent of new construction. 
Ordinary consumptive trade varies con- 
siderably over shorter periods—the Minor 
Cycle—but in a decade it must nearly bal- 
ance itself. We can’t go without the things 
we need for ten years, though we may for 
one year. 

And since iron is the principal material 
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of new construction—such as building new 
factories, railroads, public works, and so 
on—we turn to the price of iron as a fair 
indication of the big changes. To show 
this to the best advantage we take, not 
the price of iron in dollars, but the relation 
of its price to other prices, as shown in 
Graph 2. 

Without dwelling upon the details, Graph 
2 shows that in each Major Cycle we have 
about ten years when the price of iron 
is relatively high compared with what we 
might call “consumptive” prices, and an- 
other ten years when iron is relatively low 
in price. 

It is impossible to take space here to 
give all the reasons, but these graphs and 
others similar convince me that the place 
of 1921 in the Major Cycle corresponds 
roughly to that of 1903 and 1883 in the 
two preceding cycles. This does not mean 
that thé minor swing in 1921 will corre- 
spond to the minor swings in 1903 and 
1883. That will depend on the Minor 
Cycle. It means merely that in 1921 we 
should be about one-quarter of the way 
through the Major Cycle, counting from 
the point of our biggest export balance. 

It means, in brief, that we have no rea- 
son to expect a prolonged trade depression 
such as occurred in 1893-1897, or might 
have occurred beginning with 1913 if we 
had not been lifted out of it by the Euro- 
pean demand for war supplies in 1915. It 
means that, so far as the Major Cycle 
sheds light on the situation, we should be 
entitled to another Minor Cycle of at least 
average prosperity to follow the present 
inactivity. e 

In the Trough 

Turning to the Minor Cycle, which as 
we have seen usually lasts three or four 
years, there is no question as to where .we 
are now. We are in the trough. This is 
shown by Graph 3, showing the Minor 
Cycle in stocks, considered from the point 
of view of time alone. It will be under- 
stood, of course, that the high and low 
points shown on this graph were far from 
uniform as to price level. The object of 
the graph is merely to-show the time cov- 
ered by the various swings of the market. 
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The dotted part.of the line shows about 
what may naturally be expected to happen 
if the Minor Swing pursues its usual 
course. This graph was printed in our 
issue of July 19, 1919, with a dotted line 
extending through the remainder of that 
year, and in that case the dotted line 
proved to be as accurate as I could have 
made it after 1919 was over—which proves, 
perhaps, that I can’t expect the same good 
fortune with the 1921 dotted line. 

But, in any event, we are now in the 
trough, and a deep trough at that, and the 
question is how wide the trough will be 
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and how long before we shall begin to 
climb out of it and how far we shall 
climb. 

There is one factor which tends to 
lengthen the period of dullness, and there 
are two factors which, from my point of 
view, will tend to shorten it. 

Taking up the unfavorable factor first, 
the fact that Europe, while needing our 
gcods badly, is in no shape to pay for 
them, cannot be reckoned as otherwise 
than a handicap. We are now planning a 
further extension of credits to Europe, in 
spite of the fact that, as John McHugh 
showed in our last issue, foreigners already 
owe us floating debts of about $4,000,- 
000,000. 

If gold could be had to pay off these 
debts, what a wonderful period of pros- 
perity we should have! It would be more 
than prosperity—it would be a dangerous 
inflation; and it is doubtless fortunate for 


not help much to give us the quick revival 
we might expect if we could count on a 
free inflow of gold. But gold in moderate 
amounts will probably be imported in 1921. 


No Big Stocks of Goods 


One favorable factor is that in general 
our merchants and manufacturers are not 
loaded down with big stocks of goods on 
hand. They have stocks which have 
proved temporarily unsalable, but such 
stocks are only moderate in quantity. 
Therefore no very long time should be 
needed in which to move these stocks at 
lower prices, 

In other words, a “buyers’ strike” can’t 
last long because people have to eat and 
wear clothes and consume all sorts of 
goods in order to live. hey can go with- 
out many things for a short time, when 
they believe the things can soon be bought 
cheaper, but they will soon be forced into 
the market again by their actual require- 
ments. 

If sellers were loaded up with big stocks 
of goods, those stocks would have to be 
cleaned up before conditions could show 
much improvement, and that would take a 
longer time. But that is not the present _ 
situation. 

The other favorable factor is illustrated 
by Graph 4. It seems to me that this 
graph proves pretty conclusively that there 
is usually a close relationship between the 
general price level and the quantity of 
money in circulation. 

Common sense, also, shows us that there 
must be such a relation. It takes twice as 
much money to handle a thousand bushels 
of whéat at $2 a bushel as it takes to handle 
it at $1 a bushel. Extend that simple ex- 
ample over everything else, all other com- 
modities, merchandise and materials, and 
you have the reason why higher prices 
must be accompanied by more money or 
more bank credit or both. 

While higher commodity prices require 
more money or credit, it is not equally 
true that more money will bring higher 
prices, for the money may be lying idle, in 
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us in the long run that these debts can’t be 
paid in gold. 

In the meantime, selling goods on credit 
is not so good as selling for cash. If the 
credits are eventually good, selling on 
credit is a good deal better than not sell- 
ing at all; but this kind of business will 


which case it will, so long as it remains 
idle, have no effect on prices. But money 
doesn’t like to lie idle. When it does its 
owners soon begin to get restive and look 
around for some way to set it at work. 

If the money is not needed in trade, it 
begins to go into bonds, where it can get 
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to work and earn interest. Corporations 
and individuals are quick to scent this con- 
dition. They issue securities post haste, in 
order to get the money for enlarging their 
business; this enlargement of business 
means buying materials and paying out 
wages; the people who receive the wages 
promptly spend them, thus creating a de- 
mand for goods; and the demand for goods 
soon results in more active general busi- 
ness and rising prices. 

So more money does mean higher prices, 
though not necessarily at once. Its effect 
on prices must be preceded by what we 
call “restoration of confidence.” After a 
big price. decline everybody becomes dis- 
couraged, and it takes a longer or shorter 
time, according to conditions, for people to 
get back courage enough to buy more 
freely. 

Now Graph 4 shows that we have more 
money than ever before; and as everybody 
knows we also have more business credit 
outstanding than ever before. Yet prices 
have declined more precipitately than ever 
before. The money line and the price line 
have swung wider apart than ever before, 
and that is not a condition that is likely to 


be permanent. Either the quantity of 
money in circulation will fall or prices 
will rise, or both. 

It would take a big drop in money in 
circulation to correspond with the fall of 
prices—a gvod deal bigger drop than we 
are likely to see. Undoubtedly as the 
“frozen” agricultural credits, which have 
resulted from farmers holding their crops, 
are gradually thawed out and set moving 
again, the Federal Banks will be able to 
draw in some of their outstanding cur- 
rency notes and the quantity of money 
outstanding will decrease; but this is 
going to be a pretty slow process, and it 
will not pull the money line on this graph 
down to the price line. 

It is quite true that there are many new 
features in the situation at this time, so 
that definite predictions are difficult. But 
I believe that this relation between money 
(including credit) and prices is funda- 
mental, and that our “sentimental” or 
“psychological” price decline resulting 
from the “buyers’ strike” has already gone 
further than is warranted by conditions. 
It may go still further, end doubtless will 
do so, especially in the field of retail 





prices, which as yet have not fallen to the 
same extent as the wholesale prices shown 
on the graph. But the decline has reached 
the point where the underlying and fun- 
damental factors are against it. Beef, cop- 
per, cotton, rubber, silk, silver, and many 
other commodities are below their present 
cost of production—a condition which 
cannot last. 

I believe, therefore, that the present 
trough of trade depression will be a nar- 
row one. It would not surprise me to 
see commodity prices teginning to turn 
upward by April, and it will surprise me 
greatly if the movement has not begun by 
July. And the latter half of 1921 ought 
to bring good business. 

As for. the stock market, it will of 
course anticipate business by several 
months. The recent reaction in the bond 
market has not carried prices to the pre- 
vious low levels of 1920, and the 1921 
trend of the bond market will be upward. 
Stocks also should rise during most of 
the year, though: probably without the ac- 
companiment of unreasonable speculation 
which was such a pronounced feature of 
the war markets and of 1919. 


Part Il—The Railroads Will Soon Emerge From 
the Long, Dark Tunnel of the Past 


ANYONE who has walked through a 

long, dark tunnel will recall the 
effect produced as one of the portals is 
approached. The first intimation that one 
is nearing an aperture is the distant 
gleam of light while it is still. black around 
the walker’s feet. Looking back, it is 
darker than night ever gets; the light 
ahead is not projected into the blackness 
behind. Nevertheless, one knows from 
the distant gleam that the opening lies for- 
ward. 

It seems to me that the railroads are not 
unlike’ the pedestrian in the long tunnel. 
Many attempts have been made to deter- 
mine whither they are going by observing 
whence they came, but the method has 
proven faulty. That the railroads have 
traversed a long, dark passage, none will 
deny. Looking back over the past three 
years, there is little on which to construct 
a hope. Even the immediate present is 
dark and the way must be picked care- 
fully, but there is a gleam of light ahead. 
Skeptics will aver that the glimmer is an 
optical illusion, but they who possess 
vision know when they see. 

To drop from metaphor to plain ex- 
pression, the railroads have achieved 
nothing on which to base a bright out- 
look. They have had two very bad months 
under the new rates, and these months— 
September and October—are normally 
the best traffic months in the year. Oc- 
tober, 1920, was the biggest tonnage month 
in the history of the roads, for the busi- 
ness depression, which is admittedly here, 
had not then affected traffic. 

It was the theory of the Transportation 
Act that rates should be adjusted to ex- 
penses and taxes so that the roads as a 
whole or by groups should enjoy a net 
operating income of 51%4% or 6% on their 
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investments, the spread of %4% being dis- 
cretionary with the Interstate Commerce 
Commission. 

The Commission elected to consider the 
roads by groups rather than as a whole 
and for this purpose divided the country 
into four regions. Taking into account 
the wage increase, the Commission named 
different rate increases for the individual 
groups, but all intended to produce 6% 
net on the estimated investments in the 
groups. 

There is no doubt that the Commission 
was sincere in its purpose to create a rate 
structure that would give the roads the 


roads in the test period, net operating in- 
come in September was at the annual rate 
of $745,000,000; in October, $829,000,000; 
and in the two months, $787,000,000. 
These three rates compare with $1,080,- 
000,000 which the roads should earn to 
realize 6% on the property devoted to the 
service. 

. At the present rate of disbursements, 
interest and dividends of the Class 1 roads 
amount to about $800,000,000 a year. Thus 
it will be seen that the roads did not earn 
these requirements in September, nor in 
the two months. While the items were 
covered by a narrow margin in October, 
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RAILROAD OPERATING RESULTS UNDER THE NEW RATES AND WAGES. 


Sept., 1920 
Freight revenue $437,657,926 
129,438,552 


Oct., 1920 
$480,839, 394 
114,044,152 


Two ae 
$918,497,320 
248, 482. 704 





Total oper. revenue 
Main. of way 
Main. of equip. 
Transportation exp. 


$616,200, 796 
95,183,358 
134,146,605 
256,018,823 





$642,135,312 $1,258,336, 108 
90,895,381 186,028,739 
139,407,467 278,554,072 
269,122,538 525,186,361 





Total oper. exp. 
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$526,578 ,888 $1,038,061,848 
23,396,620 47,268, 896 





Operating income 
Net operating income 
Weighted annual rate on property 





$80,766,532 $92,090,679 
75,310,311 
4.14% 
September includes 187 Class 1 roads and 14 switching and terminal companies; October, 188 
Class 1 roads and 15 switching and terminal companies. Accrued taxes include war taxes. 





$172, 857,211 
161,765,798 
4. 87% 


86,455,487 
4.61% 
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maximum 6% permitted under the law, 
but the result has fallen far short of the 
expectations. 


Two Months’ Operations 


The aggregate railroad investment was 
estimated by the Commission at $18,900,- 
000,000, of which $18,000,000,000 repre- 
sented the investment of Class 1 roads, 
which are the only ones reporting 
monthly earnings. Six per cent. on this 
investment would be $1,080,000,000. 

Using the ratio established for all the 


the margin was too narrow to permit of a 
continuance of several of the disburse- 
ments. 

Expressed in another manner, Septem- 
ber net was at the annual rate of 4.14% 
on the property; October net, 4.61%; and 
two months’ net, 4.37%; all compared 
with 6% which the tariffs were. intended 
to provide. 

It has been estimated that the failure of 
various state commissions to authorize 
the rate increases on intrastate traffic will 





‘ affect railroad revenue, and consequently 
net operating income, to the extent of 
$75,000,000 a year. As these matters are 
likely to be adjusted, it is well, in con- 
sidering the future, to apply’ this increase 
to the results already obtained. On this 
basis the roads would have earned in the 
two months at the annual rate of $862,- 
000,000, or 4.80% on the property, and too 
close to the present interest and dividend 
requirements. 

This is all that can be made out of the 
figures, if one looks backward. 


Effect of Looking Forward 


The method employed to determine the 
percentage of the rate increases was to 
apply the wage increases to actual results 
in the year ended October 31, 1919, and 
deduce therefrom the requirements. There 
were several faults in the method. In the 
first place, the roads were undermain- 
tained during, this period. Again, loco- 
motive coal in the ten months ended Oc- 
tober 31, 1919, was 69 cents a ton less 
than in the ten months ended October 31, 
1920. Moreover, the computations were 


based on a period of inflation following a 
great war and made no allowance for the 
inevitable slump in traffic. 

From what is known of the immediate 
general outlook, it cannot be expected 


Part [1]—The 


The Metals 


URING the first seven months of the 

year steel prices were advanced to 

abnormally high levels. The very 
large demand for steel products taxed the 
capacity of the plants, amd gave the inde- 
pendent manufacturers the opportunity to 
charge maximum prices. Since September 
the situation has changed materially. 
Premiums previously charged by inde- 
pendents have disappeared and independ- 
ent prices are now generally on a level 
with Steel Corporation prices. Production 
has been greatly curtailed with the inde- 
pendents operating on a 30% basis. The 
declining activity is also felt by the Steel 
Corporation, which shows some marked 
declines in unfilled tonnage. 

The industry is now practically on a 
competitive basis, with a smaller outlet 
for export. The outlook is for a period 
of continued curtailment of production for 
the first few months of 1921, marked by 
extensive wage reductions and other at- 
tempts toward economy. Favorable fea- 
tures are that stocks are not large and 
financial positions of companies are good. 
Economic conditions rather than a funda- 
mental lack of demand for steel are re- 
sponsible for present situation, but with 
this obstacle removed the latter part of 
1921 should see the steel industry operat- 
ing at better capacity. 

Practically all the non-ferrous metals 
are in an extremely depressed state. With- 
in the past year prices have declined about 
50% with copper showing a drop of from 
20 cents a pound to 13 cents, the cur- 
rent price. Lead and zinc have followed 
and foreign silver quotations are now 66 
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that the railroads will find relief in greater 
revenues. The volume of traffic cannot 
be expected to grow during a Winter of 
readjustment, and it cannot be expected 
that the Commission will grant another 
rate increase with wages and commodities 
in all other lines falling. Such relief as 
can be expected must be found in greater 
savings in operation. 

That there will be such savings there is 
not the slightest doubt, but it is difficult 
to state when they will begin to manifest 
themselves in the monthly returns. Coal, 
the largest item of expense next to wages, 
is usually purchased under contracts as 
of April 1, and there can obviously be no 
saving here until new contracts are made. 
Other materials are usually purchased 
long in advance of requirements. For 
instance, the Pennsylvania Railroad has 
just contracted for 200,000 tons of steel 
rails for 1921 delivery at $47 a ton. If 
rails should drop to $42 next spring, it is 
clear that this company could not benefit 
from the reduction until well into 1922. 

The first and the most important saving 
is likely to be made in coal, and it is pos- 
sible to approximate when the results 
will appear in the income statements. Re- 
gardless of when purchases are made, 
materials appear as expense items when 
they are used. In the matter of coal the 
Eastern roads carry smaller and the West- 





ern roads larger supplies. Taken as a 
whole, the roads vary in this respect from 
60 to 120 days. Thus,.coal purchased in 
April would appear in the income state- 
ments from June to August. 

What has been said of coal applies in a 
more general way to other commodities 
used by railroads, so that it may be ex- 
pected the savings in operation resulting 
from falling prices will begin to manifest 
themselves in the monthly returns some 
time during the summer of 1921. 

The big saving, of course, would come 
through a reduction in wages, but when 
this may be expected is too hazardous 
even to guess. If wages in other lines 
fall low enough and the transportation 
crisis becomes bad enough, there certainly 
will be agitation in favor of a general 
railroad wage reduction, but the experi- 
ence of the past leads. to the conclusion 
that the agitation must be greatly pro- 
longed before definite results can be ob- 
tained. 

With the prospect of lower costs in the 
summer of 1921, it may be expected that 
the railroads with sound financial struc- 
tures will survive anything that lies ahead 
in the next few months. It is likely that 
a few will not be so fortunate, but none 
who. has studied this subject ever believed 
that the new rates would rejuvenate any 
of the decrepit carriers. 


Outlook in Individual Industries 


By E. D. KING 


cents an ounce as compared with $1.375, 
the highest price last year. The copper 
situation is of the greatest interest, but 
the outlook, on the whole, is unfavorable 
as a very large surplus, estimated at 600,- 
000,000 pounds, exists. Exports are vir- 
tually at a minimum, and as this is. the 
largest potential market, the industry is 
correspondingly depressed. Curtailment of 
production has set in vigorously, with the 
industry occupied at no more than 30% 
capacity. Present stocks can last for six 
months at the current rate of demand and 
no real turn in this industry can be ex- 
pected until the export situation clears up. 
The drop in steel consumption likewise 
affects copper and real improvement will 
not be in sight until steel activity becomes 
more pronounced. This will probably not 
occur, so far as present indications go, 
until the Spring months at the earliest. 
The latter part of the year, however, 
should be much more satisfactory than is 
the case at present. 


Fuel 


The coal industry has just emerged 
from the most prosperous year in its his- 
tory. Unheard of prices were asked and 
obtained. The biggest volume of exports 
on record was one of the features. In 
October, owing to the change in the in- 
dustrial and export situation, coal prices 
commenced to decline. Roughly speaking, 
soft coal prices are 60% below those of 
a few months ago, and the industry, con- 
sequently, is in a less favorable position. 
Demand is below supply, and the latter, 
thanks to high production, is constantly 
gaining. Competition is increasing and 
doubtless a drastic period of readjust- 


ment has yet to be completed. Lower 
prices for anthracite are looked for. It 
is clear that 1921 will not provide the 
same activity as 1920 and that consequent- 
ly profits will be smaller. Favorable fea- 
tures are the improvement in labor and 
transportation conditions. Better business 
is anticipated with the revival in general 
business activities but it will not be on 
the scale of the preceding year. The 
final result, however, should be greater 
stability. 

The oil industry, generally speaking, is 
practically the only one that has thus far 
escaped deflation. As measured by crude 
oil, prices are still at the peak, although 
there have been numerous downward re- 
visions in certain refined products, includ- 
ing some minor cuts in gasolene, the prin- 
cipal product. Recent indications are that 
the situation is one of over-production. 
Demand is on the decline, this being partly 
caused by seasonal conditions and the in- 
dustrial and shipping situation. Undoubt- 
edly the prospect is for lower crude 
prices. For the smaller companies, con- 
fining themselves solely to production, this 
has an unfavorable meaning. The large 
refiners, however, should benefit. The 
general outlook is not quite as good as 
it was at the beginning of 1920. On the 
whole, however, the industry probably 
faces a generally satisfactory period of 
activity in the coming year. 


Agricultural Commodities (Food) 


All food commodities have readjusted 
themselves more closely to pre-war levels. 
Coffee, in fact, has descended below this 
level. Sugar has gone through a remark- 
able period, characterized by excessive 
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speculation and profiteering. The recent 
drastic change, however, has brought this 
commodity down to a level where it can 
be safely said that prices are nearly stabi- 
lized. All sugar interests face a period of 
very small profits. Owing to the very 
large stocks on hand, as well as increased 
European and East Indian production, an 
important advance in sugar prices is prac- 
tically out of the question. A compara- 
tively poor year seems to be ahead for 
American and Cuban interests. 

The statistical position of wheat would 
seem to indicate that much lower prices 
cannot be anticipated. Prices are now 
about 30% below the fixed Government 
price, which obtained during the war. 
Credit conditions are mainly responsible 
for the present situation. There is a 
shortage of wheat in many foreign coun- 
tries. Extension of credit to these coun- 
tries permitting them to make necessary 
purchases will result in some big export 
movements. As a matter of fact the 
country is right now being drained of a 
good share of its surplus. The outlook 
is for generally higher prices in 1921. 
Corn is not in so good a position, owing 
to the tremendous crop. Nevertheless, as 
it historically trails wheat, somewhat 
higher prices, here, too can be looked for. 

Coffee demand for this year should im- 
prove as surplus stocks in this country 
are small and the general statistical posi- 
tion of coffee is good. The product is 
selling below the cost of production and 
this cannot continue indefinitely. The out- 
look is for higher coffee prices. 


Agricultural Commodities and Related 
Trades 


Cotton, wool, silk and the related textile 
industries commenced 1920 with brilliant 
prospects but by the end of midsummer 
liquidation was in full swing. As meas- 
ured by the respective declines in the raw 
commodities, deflation is practically com- 
pleted. The textile industries are still 
struggling with great difficulties but are 
endeavoring to get back on a stable basis. 
Production has been severely reduced and 
there have been wholesale wage reduc- 
tions. Although demand is poor, the 
drastic curtailment of output is such as to 
indicate the possibility of available stocks 
becoming exhausted within a few months. 
The outlook is for gradual improvement 
before the end of winter, but on a much 
reduced price basis for all interests, with 
consequently smaller profits than were ob- 
tained during the past year. 

Owing to a very large over-production 
in the East Indies, on top of the declining 
demand for all manufactured rubber ar- 
ticles, from tires to footwear, the rubber 
industry has been hard hit. Prices are 
now lower than they have been for many 
years. The problem is to work off accu- 
mulated stocks, both raw and manufac- 
tured. The outlook for the tire industry 
is inevitably linked up with that of the 


automobile industry which is unsatisfac-. 


tory. Nevertheless, existing cars plus re- 
placements which will have to be made, 
ensure a certain amount of activity once 
a good share of accumulated stocks are 
exhausted. This probably cannot happen 
for some months yet both on account of 
the winter season and the general poor 
economic situation. Moderate manufac- 


for JANUARY &, 1921 











turing activity is looked for next year, but 
nothing like that on last year’s scale. 
Crude rubber is selling too low in any 
case, if the cost of production is consid- 
ered and renewed buying should easily ad- 
vance the price of this commodity. 

High-grade tobacco prices have held up 
pretty well, the brunt of liquidation cen- 
tering on the inferior Kentucky grades, 
where tobacco leaf is being sold at lower 
levels than for years. Manufacturing ac- 
tivity is somewhat curtailed, but nothing 
of any especial significance. Demand for 
manufactured products is large, although 
exports have fallen off. Retail prices are 
not expected to decline much on account 
of the excessive taxes. The industry has 
never operated on an inflated basis at all 
corresponding to some of the others and 
therefore faces no great readjustment. 

Shipping 

Owing to the lessened export activity, 
ocean freight rates have declined almost 
continuously during the past year. Many 
ships are idle, and the outlook is decidedly 
unpromising. The exchange situation 
gives no sign of marked improvement on 
account of unsettled world-wide condi- 
tions. While this has not worked out 
against our exports to the extent antici- 
pated, it has nevertheless exerted some 
influence, with the indications pointing 
toward increased pressure. Tonnage is 
considerably in excess of requirements, 
having been built to meet a high-geared 
war-time demand. Freight rates are 
hardly likely to advance under present 
conditions, and the magnitude of the prob- 
lems facing those engaged in shipping and 
export trade, makes it certain that it will 
be some months before there is any im- 
provement. The probabilities are that 
shipping will be a relatively poorly-paying 
industry for the major part of the coming 
year. 


Miscellaneous 


Recent increased activity in the raw 
leather markets indicates that this industry, 
which was one of the first to feel the ef- 
fects of deflation, is about to enter a more 
promising period. Stocks are moving bet- 
ter than for some time, and the antici- 
pated wide price-reductions in January 
should clear retail shelves to a degree 
permitting the placing of new orders. 
Probably the general leather industry will 
be among the first to improve, as it was 
among the first to liquidate. 

While, for the past few years, domestic 
and Canadian paper interests have profited 
exceedingly from the practical monopoly 
which they enjoyed, the situation is 
changing. Europe, always a big source, 
is beginning to export again, competing 
directly with interests over here. Impor- 
tant consumers have already placed orders 
abroad, and the outlook is for a competi- 
tive era which will probably extend 
throughout the year with increasing force. 
Lower prices in all grades are anticipated. 
Broadly, the industry has yet to feel the 
effects of the economic situation. 

The elimination of war-demand com- 
bined with the relatively small building 
activities in this country have exerted an 
unfavorable effect on the lumber industry. 
Prices have been cut in half, and many ‘of 
the mills have either shut down or are 
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working on a smaller capacity basis. The 
coming year, however, seems to indicate 
increased building activity and this, of 
course, will be reflected in the lumber 
situation. While, unless speculative hold- 
ing: is permitted, prices are not likely to 
advance, the large volume of business in 
sight should result in a profitable year. 

The general industrial decline has be- 
gun to affect the various chemical indus- 
tries. They probably face a less active 
year, not only because of general condi- 
tions, but because large volumes of im- 
ports are anticipated. The chemical in- 
dustry over here is, practically speaking, 
a war product, and it is a question as to 
how it will fare under normal peace con- 
ditions. Obviously, tariff regulations will 
help, although there is some doubt as to 
whether this will be permitted on account 
of the general hostility to high tariffs. As 
for dyestuffs, which depend to a good ex- 
tent upon the textile industry, a reduced 
volume of activity is the prospect for the 
near future but by spring better business 
is anticipated which should become more 
pronounced during the closing months of 
the year. 

Generally speaking, the outlook for the 
various industries over the winter months 
is for a period of slack. By that time, 
however, something approximating great- 
er confidence should appear, with favor- 
able effects on the industrial life of the 
nation. While some industries have not 
yet felt the full effect of deflation, the 
majority have taken a big step in that di- 
rection. The prospect is for a period of 
greater stability in all lines of business, 
and while profits may not be so large as 
during the war years, business will be on a 
better basis and certainly more depend- 
able than is the case at present. 





TO CONTROL WHEAT PRICES 


According to W. H. McGreevy, secre- 
tary, the Wheat Growers’ Association of 
America, which has been conducting a 
campaign to induce growers to withhold 
their wheat from the market until prices 
are higher, plans to have mid-Western 
States so well organized within the next 
six months that the growers will be able 
to control the price paid for the 1921 
crop. 

The association now has a membership 
of approximately 100,000 in Texas, Okla- 
homa, Kansas and Nebraska, according 
to Mr. McGreevy. The organization will 
be extended to Minnesota, North Dakota 
and South Dakota. 

The organization was formed about a 
year and a half ago in Southern Kansas 
and Northern Oklahoma. According to its 
promoters, its growth in the first six 
months was slow, but in the last few 
months it has been rapid until the mem- 
bership has spread to every wheat growing 
county in the four States organized. 
These States have 220,806 growers, accord- 
ing to Kansas Board of Agriculture statis- 
tics. They produced this year 232,955,000 
bushels out of the total for United States 
of 750,648,000 bushels. 

The addition of Minnesota, North Da- 
kota and South Dakota would bring the 
production for the area up to 359,003,000 
bushels, or slightly less than one-half of 
that of the entire United States. 









Liberty Bonds on Bargain Basis 


Improvement in the Credit Situation, Relief from Money Stringency and Return to Normal 
Conditions Will Bring Lower Money Rates and Higher Prices for Liberty Bonds 


HAT our Liberty Loan issues have 
behind them the greatest security in 
the world is unquestioned, but what 

the investor is more particularly concerned 
about is the stabilizing of the selling 
prices of these bonds so that he can sell 
his holdings, if necessary, at a price which 
will not represent a loss on his invest- 
ment. When Congress convenes in March 
it is believed that the Republican leaders 
will advocate some measures for relief in 
this quarter. 

The present prices of the various is- 
sues are but little above the low prices 
of May, 1920, and the yields are most 
attractive. Although the individual in- 
vestor has suffered by the depreciation 
in value of Liberties, it has not been 
without benefit to the nation as a whole. 
The purchases by the Government have 
netted a saving of more than $87,000,000 
over what would have been paid had the 
bonds in question been retired at par. 
This means that the Government is re- 
lieved of raising that amount of funds 
by taxation, but this has been done at 
the expense of those who had to take a 
loss on bonds originally bought at par. 

On July 1, 1920, the 244% cumulative 
sinking fund came. into operation, and 
each fiscal year, until the debt is dis- 
charged, calls for an amount equal to 
the sum of 2%% of the aggregate amount 
of such bonds and notes outstanding on 
July 1, 1920 (less an amount equal to the 
par amount of any obligations of foreign 
governments held by the United States 
on said date), and this sinking fund also 
includes the interest which would have 
been payable during the said fiscal year 
on the total bonds and notes purchased 
or redeemed through the sinking fund. 
On this basis the constant appropriation 
every year for sinking fund purposes is 
estimated to be over $250,000,000. The 
present condition contrasts most favor- 
ably with November and December of 
1919, when the Treasury, through the 
War Finance Corporation, was obliged to 
purchase over $300,000,000 par value of 
Liberty bonds and notes in order to steady 
to some extent the market for Govern- 
ment securities in the flood of liquidation 
that accompanied the increases in the 
Federal Reserve discount rates and gen- 
erally tightening money market condi- 
tions. 


Sinking Fund Purchases 


From the report of the Secretary of 
the Treasury it appears that sinking fund 
purchases from July 1 until November 15, 
1920, totaled only a little over $15,000,000. 
The amount to be purchased for the sink- 
ing fund during the fiscal year ending 
June 30, 1921, according to the report of 
the Secretary, is $253,400,000. It appears, 
therefore, that between the 15th of No- 
vember, 1920; and the 30th of June, 1921, 
the Government will have to purchase 
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over $238,000,000 of Liberty bonds or 
Victory notes. It is optional with the 
Secretary of the Treasury to determine 
when purchases for the sinking fund 
should be made, but it is not optional to 
extend these purchases for the present 
fiscal year beyond June 30, 1921. The 
Treasury will, therefore, have to pur- 
chase in the last seven months and a half 
of the fiscal year ending June 30, 1921, 
over 90% of the entire sinking fund year- 
ly quota. 


Repayments by foreign governments on 
account of the principal of their obliga- 
tions bought under authority of the vari- 
ous war issuing acts, have also been ap- 
plied to the purchase and retirement of 
Liberty bonds. 

The United States issued, during and 
immediately following the war, approxi- 
mately 24 billions of Liberty Loan and 
similar bonds; and from the proceeds of 
the sale of the same, loaned to our Allies 
over 9% billions upon demand notes bear- 
ing 5% interest. Interest charges amount- 
ing to hundreds of millions of dollars 
have accrued on the American loans to 
the Allies, but are being carried along and 
added to the principal, with the approval 
of Congress, in order to assist the Allies 
in their work of economic rehabilitation. 
Of the total amount of these loans out- 
standing in August, 1920, England owes 
44%; France, 31%; Italy, 17%; Belgium, 
4%; Russia, 2%; and all other nations, 
2%. 


The United States is a debt-paying. na- 
tion, and we-are always ready to con- 
tract a public debt when necessary, but 
are, if anything, more zealous in repaying 
it. This country’s text and practice for a 
century and a quarter, has been the main- 
tenance of a high standard for our na- 
tional credit and of an unsullied reputa- 
tion for punctual performances of all 
public contracts. 

Our war loan experience, therefore, is 
practically co-extensive with the life of 
the nation, and the ready willingness of 
our citizens to subscribe for each of the 
long list of war loans has been the main- 
stay in preserving our ideals and in per- 
petuating the fundamental principles of 
American government. Without the finan- 
cial support of the people in these various 
crises, American history, as we know it 
today, might never have been written. 
The burdens imposed have been cheer- 
fully assumed and readily discharged in 
the constant increase of wealth and tax- 
able resources. 

While the war in Europe entailed a 
great sacrifice in men and money, it was 
not without economic benefit. The tre- 
mendous gain in our export trade was 
largely the result of purchases stimulated 
by the war and by the extension of large 
credits to our Allies. In 1914 the excess 


of our exports over our imports was less 
? 


than half a billion dollars, while during 
the succeeding five years this sum in- 
creased from $1,094,000,000 in 1915 to the 
huge total of over four billion of dollars 
in 1919, or an excess of almost 14 billions 
for the full five years. 


Our Gold Holdings 

One result of this unprecedented for- 
eign market has been a marvelous increase 
in the financial strength of the United 
States. Through the influx of gold in 
payment for the commodities supplied 
by us, we now hold the lion’s share of 
the world’s total supply of gold. In ad- 
dition to the increase in gold, American 
securities to the total of many millions 
of dollars have been bought back by us. 

The possession of this superabundance 
of gold places upon us the obligation of 
employing it intelligently, and from an 
economic point of view no better method 
can be devised for its use than as a basis 
for foreign loans and the extension of 
foreign trade. 

We should not overlook the fact that 
a vast accumulation of gold is in itself 
a thing of evil possibility; for, in accord- 
ance with all economic traditions, such 
a situation invariably leads to abnormal 
credit expansion, inflated prices, and not 
infrequently to unsound speculation. The 
consequent disastrous reaction of such de- 
velopments upon our business fabric as 
a whole, if allowed to run rampant, would 
have resulted in widespread depression, 
and, perhaps, in commercial paralysis and 
industrial stagnation. 

However, by adopting a broad-minded 
policy and by lending back to our cus- 
tomers a reasonable proportion of the 
gold received from them, or by extending 
to them reasonable credits, we shall be 
able to guarantee the permanence of our 
trade relations with them, while at the 
same time averting for ourselves the 
penalties of overspéeculation and over- 
expansion. Thus a lending policy on our 
part would not only prove to be a kind 
of protective insurance, but would really 
remove us from the debtor-nation class 
to which we have heretofore belonged 
and might raise us to be the mightiest 
among the creditor nations—a_ class 
whose commercial prosperity is assured 
and whose foreign trade relations are 
most securely established. 

The stabilizing of industry, money rates 
and general conditions should cause the 
credit of the United States to return to 
a 34%% or 4% basis, with a consequent 
appreciation in the selling prices of Lib- 
erty bonds. It is stated that many trust 
companies and life insurance companies 
are switching some of their high-grade 
railroad bonds into Liberties; with any 
further drop in commodity prices and in- 
terest rate, and upon the buying of Lib- 
erties for the sinking fund this fiscal year, 
these issues should show a decided im- 
provement. 
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The Bisiker’s Share in the Immigration Problem 


Faith of Foreign-Born in American Financial System Shattered by Bitter Experiences of the 
Past—What the Banker Can Do to Re-Establish Confidence 


By FRANCES KELLOR 


Formerly Chief Investigator, Bureau of Industries & Immigration, New York State 


(OR many years a careless disregard 

of the immigrant’s savings and an 

indifference to his exploitation have 
prevailed among American business men, 
especially among American _ bankers. 
They have, with a few exceptions, scarcely 
raised a protest, and much of the resent- 
ment of the immigrant toward Americans 
is due to the bitterness caused by the 
immigrant’s first financial experiences in 
America. 

This resentment expresses itself in 
many ways. The immigrant workman, 
discouraged and resentful because he has 
lost -his savings, sometimes deliberately 
and again unconsciously decreases his out- 
put. The immigrant settler, disappointed 
in buying a home, and separated from his 
family because he has lost his savings, 
drifts from job to job and from town to 
town, and may eventually return to his 
native land, thereby steadily increasing 
labor turnover. The immigrant consumer, 
having lost much of his self-respect and 
standing in the eyes of his countrymen 
because he has lost his savings, lowers his 
standard of living and thus decreases his 
purchasing power in the American mar- 
ket. The immigrant investor, deprived 
of a property stake in America because 
he has lost his savings, joins the forces 
of unrest because he has nothing to lose. 
The immigrant thus exploited, without in- 
terest in his job, with no home or prop- 
erty to lose, becomes in time not only the 
exploiter of his fellow countrymen, but 
the enemy of America. 

America has thus gained a reputation 
for being an unsafe country for the in- 
vestment of immigrant savings, a repu- 
tation which is capitalized by competitors 
of the American banker. This reputation 
is partly responsible for there being in 
circulation so little of the savings of im- 
migrants—a distinct and vital loss to 
business expansion. 

In a recent report it was stated that the 
United States, with an estimated popula- 
tion of 106,700,000, has only 12,600,000 


saving depositors, of which but 565,000 
were Postal Savings Bank depositors; 
while in Belgium, with a population of 
7,571,000, there are 3,063,000 savings bank 
depositors; in Denmark, with 2,021,000, 
there are 1,315,000 depositors; in Germany, 
with 66,715,000, there are 27,206,000 de- 
positors; in Japan, with 56,350,000 popu- 
lation, there are 25,600,000 depositors; in 
Holland, with 2,692,000, there are 1,262,000 
depositors. These foreign countries, with 
a total population of 171,357,000, had sav- 
ings bank depositors of 77,000,000. Over 
42% of the population were savings bank 
depositors as against about 11% in the 
United States. 

Undoubtedly the large number of immi- 
grants who hoard their savings, and who 
are not yet drawn into the American sav- 
ings bank system, are to a considerable 
extent responsible for this low percentage. 


Opportunities for the Banks 


The whole relationship of the bank to 
industry is one of great importance to 
the immigrant. To take but one illustra- 
tion—thHe way in which profit sharing 
funds and bonuses are paid to working- 
men—it has been suggested that instead 
of paying these directly to the working- 
men that they be paid to the bank; that 
the employee be given a pass-book, and 
be free to draw or leave the amount, as 
he sees fit, and that interest rates be in- 
creased in proportion to the length of time 
the deposits remain in the bank. 

Careful consideration of such plans will 
enable the immigrant to come into contact 
with American banking institutions and 
give him confidence in them, as he sees 
his savings earning interest, which will 
counteract the transmission of such vast 
sums abroad. Before the war immigrants 
transmitted more than $400,000,000 a year 
to those countries from which such in- 
formation was available. The average 
savings at present of Italian laborers is 
said to be about $25 a month and there 
are at least one million such wage earners 


in this country. The average for the 
Greeks is higher, as 90% of them are 
wage earners. The average transmission 
of money per year of the immigrant to 
his family abroad has been found to be 
approximately $200. One post office from 
a village in Poland reports that the sav- 
ings per man averaged $665 per year for 
each of the 37 men who had emigrated 
from that village to America. It is stated 
that 60% of the steamship tickets sold to 
emigrants are purchased with American 
wages. The failure, in 1910, of five racial 
banks in New York State showed that 
some 80,000 depositors had over $9,000,- 
000 on deposit. 


The American banker must take the 
responsibility for the situation in which 
the immigrant finds himself, with respect 
to his savings—unprotected, unwelcome in 
American banks, lacking in confidence 
in American banking institutions, be- 
sought by racial banks to send his money 
home, and a prey to every variety of ex- 
ploiter. The American banker must also 
take his share of the responsibility for 
the unrest, the labor turnover, the re- 
sentment against assimilation, and the 
lack of sympathy with American govern- 
ment institutions which have resulted from 
the immigrant’s financial experience in 
America; for it has been his responsibility 
to safeguard and make fruitful the savings 
of immigrants. The American banker 
must further take the responsibility of 
integrating the racial banker into the 
American financial system, having in view 
the fact that this should be undertaken 
early in the latter’s career, because, should 
integration be delayed until the racial 
banker becomes a power in the financial 
world, he will then be less likely to use 
his influence to bring his fellow country- 
men into closer relation with American 
life. 

There are many movements which indi- 


cate that the assimilation of the immigrant, 
through his savings, is under way. The 
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more responsible immigrant private bank- 
ers, aroused by the complaints of immi- 
grants against exploitation, have under 
consideration the formation of a clearing 
house, to protect immigrant savings. A 
savings bank association is planning an 
advertising campaign in the foreign lan- 
guage press to acquaint the foreign born 
with American savings institutions. 

In the field of credits, the National As- 
sociation of Credit Men has sent letters 
to 33,000 of its members in which it urges 
them to participate in an educational 
movement to establish the confidence of 
foreign-born people in savings institutions. 

The Real Needs of the Immigrant 

Are not these movements, however, un- 
dertaking to reap a harvest in a field in 
which they have not yet planted the seed? 
If American interests wish to make sure 
of this harvest, they must first do the 
planting and then the cultivating. It is 
therefore to the American banker that 
this country looks to do his share of the 
economic assimilation of immigration 
through the savings of immigrants; and 
to accomplish this the immigrant needs to 
be drawn more fully into the American 
financial system. 

The first task is to educate the immi- 
grant concerning the principles and 
operations of American financial or- 
ganizations. This should be very ele- 
mentary instruction upon the nature of 
banking institutions, of capital, invest- 
ments, dividends, stock, partnerships, 
prices, and how capital goes to work and 
what it does—things about which the im- 
migrant has known but little in his home 
country. The immigrant’s first informa- 
tion concerning them should come, not in 
distorted form from propagandists, but 
in his own language from American au- 
thorities. 

The immigrant needs encouragement 
to invest even the smallest part of his 
savings. The work in the mine and 
plant is much harder than he thought it 
would be; the pile of dollars grows more 
slowly than he had anticipated. As his 
hopes are deferred, he sees the dreams 
of his youth slipping away. As he grows 
older, he is reluctant to confess to those 
who helped him start life in America that 
his high hopes have not been realized. 
Since he has extolled the new country, to 
which he had gone so confidently and 
where pride now urges him to brag of 
success and not to wail over losses, he 
is too proud to appeal to the friends and 
relatives in the old country to- whom he 
would have turned in time of sickness or 
reverses or unemployment, if he had re- 
mained there. 

It is therefore of considerable moment 
that his savings should not be lost in 
speculation. It is part of the justification 
of his faith, which prompted him to leave 
his home and friends, to come to America, 
that he should not lose the first fruits of 
his toil. The American banker, with his 
facilities for judging good from bad in- 
vestments and with his power to capital- 
ize savings, should be the friend of the 
immigrant from the time of his arrival 
so he may not become discouraged be- 
cause he has so little at first to invest. 

The t needs credit. When 
he gets a little money he wants to set 
himself up in business. His ambition 


leads him, perhaps, to the humble owner- 
ship of:a pushcart, of a partnership, of a 
shop or of a little farm. To whom does 
he turn for help? Not to the American 
banker, but to the racial leader, the immi- 
grant bank, or to his consul. To such an 
extent is this true that one immigrant, 
when asked who his friends in America 
were, replied: “The men who loaned me 
money to start the little business that 
takes care of me and my wife.” It is 
therefore highly important both to the 
interests of America and of the immigrant 
that American credit be extended to such 
ambitious immigrants, so they will get 
out of the habit of applying exclusively 
for help to their own racial economic in- 
stitutions. The American banker should 
go further than this. Of his own initia- 
tive he should seek a closer contact with 
the institutions of the immigrant, and 
should urge American capital to go into 
the. ownership of the racial shop, the im- 
migrant bank, the foreign language pub- 
lishing business, and the productive enter- 
prises which the foreign born own or 
operate. 


The Banker’s Further Obligation 


But the American banker has a 
further obligation. This is to secure 
the extension and full protection of 
American banking laws to immigrant 
savings, whether they be deposited or 
invested in America or transmitted 
abroad. A number of attempts have 
been made to secure such protection 
through state legislation. 

In the absence of state legislation, mu- 
nicipalities have attempted to protect the 
immigrant. The frauds perpetrated upon 
him in the sale of securities became so 
great in Pittsburgh that a Bureau of Se- 
curities was created under an ordinance 
which provided that all persons or cor- 
porations offering stocks or bonds for 
sale should be licensed. The validity of 
this ordinance was questioned, and the 
court ruled that the matter was one for 
the legislature to pass upon, and granted 
an injunction against its enforcement. 
This instance illustrates both the preva- 
lence of evils and the difficulty of secur- 
ing protection. 

But the difficulties of securing state 
legislation have led to efforts to secure 
Federal legislation. In 1920, a bill was 
introduced in Congress which provided for 
the establishment of a Bureau of Export 
Savings in the Treasury Department. 
Had it passed, it might have constituted 
a beginning in the national protection of 
immigrant savings. 

With the greatly increasing amount of 
business which immigrants are doing with 
their home countries, the adoption of some 


form of national protection seems to be ° 


inevitable. Should America and the 
American banker fail to provide adequate 
protection for the savings of immigrants, 
it will be necessary for foreign govern- 
ments, foreign business and foreign pro- 
tective associations to increase their finan- 
cial activities in this country, in order 
that such adequate protection may be given 
to their nationals. This they are now at- 
tempting to do, and if the volume of busi- 
ness increases in the future, at the same 
rate which it has in the past, it is dif- 
ficult to see how Federal regulation can 


be avoided. We have encountered a like 
necessify before and found a way to deal 
with the matter, when the enormous in- 
crease in immigration necessitated its re- 
moval from state control. 


Foreign Born Distrust America 


The political future of America, no less 
than that of Europe, is likely to be de- 
termined largely by its economic instinct, 
and America cannot afford to neglect this 
instinct in its millions of foreign-born peo- 
ple. There are strong racial jealousies 
inherent in the handling of money which 
characterize our interracial financial trans- 
actions. The immigrant today distrusts 
the American in money matters, partly be- 
cause of his exploitation and, partly, be- 
cause of the poor judgment which Ameri- 
cans have shown in the exercise of in- 
judicious charity; and partly because of 
the American’s tendency to be inexact. 
We shall ‘not, therefore, integrate the 
immigrant into American economic life by 
simply handling his savings—we must find 
a way to understand his attitude of mind 
and to secure his interest and co-opera- 
tion. 

What greater service to assimilation, 
through the savings of immigrants, can 
the American Bankers’ Association render 
than to establish a division in its organi- 
zation which shall include all bankers who 
handle foreign exchange and transmissions 
of money, or who deal with immigrant 
peoples of other countries? One of the 
duties of such a division should be to 
study this whole field of operation in the 
United States, with its ramifications 
abroad; to devise means of preventing ex- 
ploitation; and to set a high standard of 
admission to membership. This, more 
than any other thing, would put into op- 
eration the principles of assimilation, 
namely: the recognition of and the reci- 
procity and participation by all such bank- 
ers, and it would go a long way toward 
securing identity of interest and unity of 
action. It would level racial financial 
walls and would start the merger of the 
parallel economic systems in the financial 
field. And -what greater service can the 
great trans-Atlantic steamship lines and 
express companies render to the immi- 
grants who trust their lives and savings 
to them than to unite with the American 
Bankers’ Association and with the leaders 
of finance in the Federal government to 
re-establish the faith of the foreign-born 
in American financial institutions, and to 
command through them a greater confi- 
dence from the countries of Europe. 





THE “DANGEROUS” IMMIGRANT 


General Coleman du Pont, chairman of 
the Board of Directors of The Inter- 
racial Council, in a recent statement, de- 
plored what he described as an attempt to 
create popular sentiment against the im- 
migrant and to force enactment of restric- 
tive legislation through a revival of the 
old dread of the alien and an open hos- 
tility resembling that of the “Know- 
Nothings” of a little over a half a century 


ago. 

Consideration of practical, scientific and 
constructive policies on immigration, says 
General du Pont, is what this country re- 
quires today. 
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A Representative Type of the Prosperous American Farm in the Middle West 


Will Farm Land Values Follow Prices of Farm Products? 


While Some Farms Are Being Sold at Reductions, There Is No General Liquidation, and Rela- 
tively Few Are Being Offered for Sale 





HE average value of farm land in the 
United States increased 54 per cent 
in the four years between 1916 and 
1920, according to a comprehensive in- 
vestigation made early in the year by the 
United States Department of Agriculture. 

The highest average was in Iowa, 
where good plow land was valued at 
$257 an acre, and the average of all plow 
land was $219. Illinois came next with 
an average of $213 an a¢re for good plow 
land, and an average of $170 for all plain 
land. In Missouri the average was $87; 
in Kansas, $70; in Nebraska, $125; in 
Minnesota, $100; in Ohio, $105. 

These figures, be it understood, are 
averages. In all these states exceptional 
farms have sold for about double these 
averages. Land in Iowa that could have 
been bought 40 years ago for $50 an acre 
sold last summer for $400, and in some 
cases more. In western Kansas land has 
sold for $100 an acre, and more, that was 
obtained within a generation from the 
government for $1.25 an acre, or $200 for 
a quarter section. The boom in farm 
lands during and after the war equalled, 
if it did not surpass, the great boom in 
industrial stocks. 

With the stock market now experienc- 
ing a tremendous slump because of 
shrinkage in corporation profits, will 
farm values go through a similar fall? 

There is this important difference be- 
tween the market for farm lands and 
the stock market: In the latter the short 
seller can anticipate the slump in prices, 
hasten its start, and hasten the process 
of liquidation; in the land market there 
is no speculation for a fall, and liquida- 
tion is a slower and more difficult process. 

There was plenty of speculation for a 
rise. Farm lands were bought for the 
purpose of re-selling, and some of it on 
dangerously narrow margins, with small 
payments down and second or third 
mortgages to secure the balance of the 
margin over a normal first mortgage 
value. Such purchasers, who did not get 
out before the market for farm lands was 
shattered by the slump in farm prices, 
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will have to sell for whatever they can 
get, and such sales will inevitably be 
made at prices far below the peak of 
values. Except such sales, however, 
there is little present indication of farm 
prices slipping back, though of course 
there is no present sale for farms at the 
year’s high prices. 


Average Farmers’ Income Not Over 3% 


It is an interesting fact, and one easily 
explained, that on the average farming 
does not pay a normal income on the 
value of the land. There are, of course, 
farmers of exceptional ability who get 
enough profit out of their farming to re- 
turn a normal interest rate on the value 
of their land and equipment; but on the 
average, except in the past two years, the 
net income on a farmer’s investment has 
been only 2 or 3 per cent. 

In the market for stocks and bonds 
such a return would simply mean that 
the security was valued too high—selling 
for more than it is worth. But there are 
other elements than average income that 
go to make the value of farm land. 

The principal one is that 90 per cent 
or more of the farms are not for sale; 
they are homesteads to which the owner 
is endeared, and he would refuse almost 
any price offered. Another reason is that 
all land owners are imbued with the idea 
that farms will go of indefinitely increas- 
ing in value—barring the occasional re- 
lapses due to business recessions. There 
is an element of monopoly value in land, 
now that practically no more cheap gov- 
ernment farms are obtainable under the 
homestead act, and this is an additional 
factor in keeping the price of farm land 
so high that crops will not yield a normal 
rate of interest on the price of the farms. 

Opinions differ as to whether the pres- 
ent depression in farming industry will 
cause an appreciable decline in farm 
lands. It should cause a tremendous 
slump if farm prices were made as are 
the market value of stocks. The farmers 
this year have produced the largest ag- 


‘ gregate grain yield on record; the crop 








of seven leading cereals totals 300 mil- 
lion bushels more than last year; yet the 
aggregate value at present prices is 4 
billion dollars. less for this year’s crop 
than for last year’s. 

There has been a similar slump in live- 
stock prices and in cotton, and the pro- 
ducers today who are confronted with the 
necessity of selling their products at such 
tremendous shrinkages in prices are 
naturally greatly distressed over the situ- 
ation. Farmers in the great corn states 
are getting 35 to 50 cents a bushel for 
corn, as compared with $1.50 to $2 a 
bushel last year. They are selling wheat 
for $1.25 to $1.50 a bushel compared with 
$2 to $2.50 last year. Many thousands of 
cattle have been sold in the past two 
months for less than they cost, the feeder 
losing all his feed, his labor, the use of 
his land, arid in addition, part of the 
purchase price of his stock. 

“There is probably no other industry 
or business that could suffer a similar 
experience and avoid insolvency,” declares 
the Secretary of Agriculture in his an- 
nual report, published a few days ago. 
Undoubtedly his statement is true. 


Farm Products Selling Too Low 


All the farm authorities will agree that 
the present prices of farm products are 
below the average cost of production; in 
other words the return from the 1920 
crops yields nothing for interest on the 
farmer’s investment in land machinery. 

But the farmers do not believe that 
this condition can continue, and for the 
very good reason that the consuming 
population of the world is growing more 
rapidly than that part of the population 
engaged in producing food products, and 
fibres; and therefore their confidence in 
the value of their land is not shaken. 

Farm organizations are now engaged 
in efforts to find some artificial methods 
of improving the situation. They are 
demanding legislation against speculation ; 
seeking government aid in financing ex- 
portations to Europe; endeavoring to 

(Continued on page 352) 
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Bankers Confident at Opening of New Vow 


Belief Becoming General That Worst of Trade Slump Is Over — Retail Prices Expected to 


OPTIMISM WARRANTED AT 
OPENING OF NEW YEAR 


The Natl. City Bank of Chicago Finds 
Many Favorable Factors 


“Despite the world-wide readjustment 
in commodity prices and resultant un- 
settlement in many quarters, the new year 
opens under circumstances which justify 
taking a cautiously optimistic view of the 
future. The country has cast aside all 
delusions about the possibility of main- 
taining war prices in peace times and the 
Federal Reserve Board has rejected all 
efforts to secure credits with which to 
support speculative undertakings or to de- 
fer the inevitable restoration of a rea- 
sonable price level. Congressional leaders 
are insisting upon the introduction of im- 
portant economies to offset in part the 
sharp decrease in the federal tax collec- 
tions, which must result from the enor- 
mous decline in business profits realized 
during 1920 as compared with those 
cleared during the previous year of high 
prosperity, upon which were based the 
immense tax collections of the year just 
closed. 

“This is.a favorable sign, for the high 
cost of government is bearing heavily 
upon the people and must be reduced 
forthwith. For more than thirty weeks 
there have been more recessions than ad- 
vances reported in commodity prices, 
which in the nature of things must ulti- 
mately reduce the cost of living and make 
it easier for the industrial worker to make 
both ends meet. The people are getting 
back to a sane basis of living and while 
the liquidation means heavy losses in 
some quarters, the general influence will 
be highly beneficial to the great mass of 
American citizens, 95% of whom are ‘or- 
dinary’ citizens in the best’ sense of the 
term.” 


—— 


TIME TO FACE ECONOMIC LAWS 
NOT TO FIGHT THEM 


John S. Drum Urges Bankers to Restore 
Country’s Morale 


In a vigorous address before the Bank- 
ers Forum, President John S. Drum, of 
the American Bankers Association, said: 

“It is absolutely necessary that this pe- 
riod of deflation and readjustment occur. 
The thing to consider is not the fact that 
it has occurred, but the manner of meet- 
ing it. 

“This is no time for fighting economic 
laws or, through fear, attempting to 
avoid them. It is a time for facing our 
problems, for action and direction. 

“Our country today is possessed of all 
the basic factors that make for great 
prosperity. We have the accumulated 
wealth produced by the great foreign trade 
we have enjoyed for five years. We have 
an intelligent and courageous people. We 
have crops unexampled in fruitfulness. 
All that we need is time—time to work 
out existing difficulties and to enable the 
world, by working and saving, to acquire 
new wealth and new sources of wealth, 
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Give Way Soon 


“The war broke down the peace mo- 
rale of the world. That morale must be 
restored. And we cannot restore it merely 
by drifting, by letting things take care of 
themselves. We must work construc- 
tively; we must build up. And we must 
be leaders, first to remove the fears that 
possess the minds of people and then to 
point the way that, with patience and 
courage, will lead to the restoration of 
normal conditions.” 


PESSIMISTS OF TODAY IGNORE 
. ECONOMIC FACTS 


Judge Gary Reminds Them We Are Still 
Doing Immense Business 


“A real pessimist of today, if a man 
is one, overlooks the facts and things 
that make for or against economic suc- 
cess. It should not be overlooked that 
notwithstanding the depression which it 
seems fashionable to refer to nowadays 
we are still doing very substantial busi- 
ness in this country. 

“The Steel Corporation is doing a large 
business. Its daily bookings are larger 
than the total capacity of the mills when 
the corporation was first organized, and 
this notwithstanding there is some, and 
perhaps considerable profit resulting. 
There is plenty of money in the United 
States, although we have loaned more 
than ten billions to foreign countries and 
although we have burned up and de- 
stroyed during the war perhaps twenty 
billions, and unfortunately and perhaps 
without the fault of anyone wasted some 
billions, enough to increase purchases to 
the extent of crowding the full capacity 
of all producers, and those who have the 
money are willing and anxious to expend 
it for making extensions or improvements 
or investments in new enterprises just as 
soon as selling prices are considered fair 
and reasonable and stable.” 


RECENT DEVELOPMENTS PROMISE 
EASIER MONEY IN 1921 
James S. Alexander Convinced Credit Will 
Be Improved 


“Business men are justified in feeling 
confident that the money situation in the 
United States in 1921 will be a very dif- 
ferent matter from what it has been dur- 
ing 1920. Certain specific factors are 
clearly recognizable as the chief adverse 
forces affecting bank credit during the 
past year, and there is every reason for 
believing they will not be so powerfully 
operative in the year to come. 

“To illustrate improvement of unfavor- 
able factors in the situation, figures may 
be cited of 800 banking institutions, re- 
porting weekly to the Federal Reserve 
Board, with resources estimated at about 
40% of the resources of all banks. From 
January to mid-October these banks 
showed a decrease of $500,000,000 in the 
amount of United States securities owned 
by them and of $380,000,000 in loans se- 


cured by government securities, which for 


all banks would indicate a reduction in 
war paper holdings of about two billion 
dollars. There also was a drop of $200,- 
000,000 in loans secured by stocks and 
bonds, this item representing in consider- 
able part speculative operations. At the 
same time loans chiefly for manufactur- 
ing, commercial and agricultural purposes 
showed an increase of $1,510,000,000. 

“These figures indicate that while there 
has been marked contraction in the non- 
liquid and speculative elements of bank 
credits, there has been a continued ex- 
pansion in the accommodation extended 
to meet business needs. This explains 
why, although to mid-October contraction 
was not operative in the total volume of 
credit, better conditions were in sight in 
the banking situation. It was because 
there had been this marked improvement 
in the quality of credit. 

“A contraction in commercial credits 
set in during October. In this month the 
reduction of the non-liquid elements also 
maintained a rapid pace. Thus, two ele- 
ments of betterment were operative, im- 
proved liquidity and contraction of the 
total. 

“If the foregoing facts and deductions 
are of value, it is not because of the light 
they throw on past events, but because 
of the promise they hold for the future. 
They carry the conviction that credit con- 
ditions should be more satisfactory during 
1921 than they have been during 1920. 

“These figures justify business men in 
expecting our credit resources to function 
more efficiently in the future than they 
have in the immediate past to facilitate 
their business operations, because the four 
great causes of impaired credit in 1920 
should not exert the same influence in the 
year that lies ahead.” 


PERIOD OF HARD TIMES BOUND TO 
PRECEDE RETURN TO NORMAL 

F. F. Porter, National Industrial Council 
Chairman, Sees No Cause for Alarm 


“Personally, I am sincerely optimistic 
over business prospects. I really believe 
that the farmer, the retailer, the jobber, 
the manufacturers, and finally the laborer 
or workingman must take his full quota 
of the logical consequences due to the un- 
known, unprecedented and tremendous 
world calamity. We have passed through 
the first period of the world-wide plague 
of economic influenza without any great 
crisis, which was probably due to artificial 
stimulation and the real absence of any 
great industrial change in our American 
affairs. Now we are in the throes of the 
reaction, which means a period of hard 
times, which always occurs between the 
period of artificial stimulation and the re- 
turn to normal. It is a physical condition 
of our economic structure, but has no 
vital or organic cause. 

“As I see the foreign exchange situa- 
tion it is but the natural consequence in 
view of the billions of actually destroyed 
matter and property in Europe and Eng- 
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land. They are groping around trying to 
find themselves, and it means a period of 
struggle for many months, maybe years 
in some cases. I would think that just as 
fast as they progress so will their cur- 
rency enhance along with an increasing 
amount of credit from this country which 
will come with growing confidence. 

“In fact, as I sum up the whole situa- 
tion, there is no cause for actual alarm.” 





PRESENT DEFLATION FORE- 
SHADOWS GREAT PROSPERITY 
Daniel Guggenheim Calls Most of Our 
Trouble a State of Mind 


In an interview appearing in The New 
York Times Daniel Guggenheim said, in 


part: 
“Those abroad know and appreciate our 
resources and tremendous advantages 


much more than we do ourselves, Un- 
fortunately, hundreds of thousands of our 
people don’t stop to think how ‘blest we 
are. Much of the trouble we are having 
is merely a condition of mind. If they 
will make up their minds that depressions, 
like the one we are now going through, 
rarely last long in this country, this tre- 
mendous deflation, now taking place, is 
the thing that is going to bring into our 
country great prosperity. 

“Copper metal is suffering at present 
from overproduction in the past. If the 
copper producers should tie up for a year 
all surplus stock which they now have, 
the present production of copper would 
not be sufficient to take care of current re- 
quirements. 

“But the purchaser of copper is fright- 
ened because of the surplus stock which is 
on hand, and he is buying only for. his 
immediate necessities, although he knows 
that at the present price of copper, 90% 
of it, if not more, is selling below the 
cost of production. If he doesn’t know, he 
should know, and finally will know, that 
this surplus stock will not be sold until! 
the price is much higher. This surplus 
can easily be held by the producer. If he 
has not the means to do that, he can al- 
ways borrow money on a metal like cop- 
per, which is an excellent security, does 
not go out of style, does not deteriorate, 
no matter how long held, can be stored 
without a roof over it, can only with diffi- 
culty be stolen and can be carried for a 
year at from three-quarters of a cent to 
1 cent a pound. Therefore this surplus 
stock will not be sold until demand arises 
for it.” 





FACTORS WORKING TO STRENGTH. 
EN BUILDING SITUATION 
S. W. Straus Expects Renewal of Con- 
struction Next Spring 

“The closing days of the year find ac- 
tivity in the building situation at a low 
ebb, and the general housing shortage is 
no less alarming than it was a year ago. 

“The period has witnessed progress to- 
ward stabilization, and, with the coming 
of more seasonable weather in the Spring, 
the long awaited activities may be in- 
augurated, which will in the course of 
time, it is hoped, restore normal housing 
conditions. 

“Labor and transportation conditions 
are improving. These are factors of 
great potential significance in an analysis 
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of building tendencies. With their con- 
tinued improvement will come a more 
stabilized market for materials which will 
exert an encouraging influence upon 
capital. 

“The well defined sentiment against a 
too high interest rate for first mortgages 
on improved real estate which now is 
making itself felt will prove a very help- 
ful factor. As is the case in all other 
lines of industry, efforts to attract capital 
at exorbitant rates of interest must be 
viewed with distrust. Abnormally high 
interest rates paid by any corporation 
necessarily tends not only to weaken the 
financial structure but to encourage prac- 
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tices of profiteering. Conditions of this 
kind would if continued exert a harmful 
influence on the building industry. 

“While adverse tendencies may inject 
themselves temporarily here and there, the 
general situation is becoming stabilized, 
and this will become more pronounced as 
all interests show a greater willingness to 
be fair and just in their practices, and as 
the spirit of harmony grows and the prin- 
ciples of thrift and efficiency are more 
generally applied.” 





RECOVERY IN FARM PRODUCTS 
WOULD HELP SITUATION 


Archer Wall Douglas Believes Spring Will 
Bring Better Times 


Writing in The Nation’s Business, the 
organ of the U. S. Chamber of Commerce, 
Archer Wall Douglas, Chairman of the 
Committee on Statistics, said: 

“Apparently, we are near the bottom of 
the depression or will be in the next 30 
days. Advances of any moment in the 
prices of agricultural products will ma- 
terially change thé situation for the better 
and reductions in prices of commodities 
are likely to cause increased business ot. 
part of consumers in all industrial sec- 
tions. 

“From the unfounded fears of last 
Spring of bread lines and shortage of food 
we are awakened to the startling realiza- 
tion of a harvest so great we cannot at 


once find an adequate market for our sur- 


plus products. So, there ensues that in- 
exorable law of supply anid demand which 
decrees that overproduction is always ac- 
companied by falling prices. 

“Business is better in the grain and live- 
stock states than in the cotton belts. 
Farmers are selling only when forced to 
do so. Banks are dJoaned up and are 
chary about further credit to farmers and 
merchants, consequently, both classes are 
buying only what necessity demands. This 
means lessened business, rigid economy, 
close collections and return to cash basis. 
There has been very little liquidation, The 
general attitude is one of waiting for 


* farm products and manufactured products 


to come to a relative level. An embar- 
rassment of riches is caused by an enor- 
mous and incredible amount of newly cre- 
ated wealth in the form of agricultural 
products which cannot be turned into 
liquid capital. 

“The country is rich in every product, 
crops, live stock, teams and farm equip- 
ment, but no money and the banks are 
loaned to limit. The natural laws of sup- 
ply and demand will ultimately work out 
the situation and no remedies or plans to 
bridge over the emergency can obscure 
this fact. 

“General belief inclines to a dull Winter 
though there is a scattered belief of im- 
provement after the first of the year. The 
coming of Spring is hoped and believed 
to be the harbinger of a change to better 
times and to.more distinct progress.” 





MOTOR INDUSTRY ON EVE OF 
ITS GREATEST EXPANSION 


President Easton, of Packard Co., Says 
Present Foreign Market Is “Stupendous” 


“The present readjustment in the auto- 
motive industry will be found, when the 
dust has settled, to have prepared the in- 
dustry to meet an expansion that is likely 
once more to make all past predictions 
seem conservative. Such has been the 
case in each of the previous readjustment 
periods in the industry and such will un- 
doubtedly be the case in this. A year ago 
the factors of this coming expansion were 
only beginning to appear. Today, in spite 
of some pessimism, they are much clearer. 

“The fact is that America does not yet 
realize the value of the automobile. This 
may seem a startling statement when we 
reflect that there are nearly 8,000,000 cars 
in use, but it is no less the truth. The 
car at first was a luxury used largely for 
pleasure. In the last five years, it has 
taken its place as an economic factor of 
the first importance and has become avail- 
able to people of far smaller means than 
would have seemed possible even in 1915. 
It has become a part of the standard 
equipment of hundreds of thousands of 
salesmen, doctors and others whose work 
takes them from place to place, but it is 
only beginning to be appreciated in certain 
services which will almost certainly equal 
any that it has yet rendered. 

“Beyond this stands the fact that the 
foreign market for American cars is only 
beginning to be developed. No foreign 
car can compete with the American prod- 
uct in dollar for dollar value and the in- 
dustry is, even now, finding a market of 
stupendous size across the ocean.” 
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Ratlvoads 


Bonds and Stocks 





New York, Chicago & St. Louis Railroad 


Pere Marquette Railway 
St. Louis Southwestern Railway 








Southern Railway 
Western Pacific Railroad 





Income of the Chief Independent Roads in 1920 


Five Companies That Rejected Six Months’ Guaranty. Obtained Quite Divergent Results—Mar- 


N order that the railroads might have 
an opportunity to restore their prop- 
erties and to provide time for consid- 

eration of a rate increase, the Transporta- 
tion Act guaranteed to the carriers that 
filed notices of acceptance one-half of a 
year’s standard return or contract rental, 
as the case might be, covering the six 
months from March 1 to September 1. 

While the assenting roads were operated 
by their own officials and, in a sense, for 
company account, the terms of the guar- 
anty provided that they could recover after 
September 1 any deficiency between net 
operating income and the amount of the 
guaranty. In case an excess existed, as- 
senting roads were required to turn over 
the sum to the Government. As a matter 
of fact, there were few excesses and many 
deficiencies. 

When the companies undertook to col- 
lect the balances due them under the 
terms of the guaranties, the Treasury De- 
partment held: that it could make no pay- 
ments on account of balances until a final 
settlement or agreement had been reached. 
As the accounts involved many questions 
of deferred maintenance, requiring months 
for adjustment, the Treasury’s ruling has 
occasioned many of the roads great em- 
barrassment, especially as most of them 
were returned to their owners without 
sufficient working capital. 

About fifteen roads elected to reject the 
Government guaranty and operate inde- 
pendently of Federal aid from March 1, 
but most of them were subsidiaries or 
small lines, and there is little or no public 
interest in any of them except the five that 
are made the subject of this article. Three 


of the five will profit directly by their - 


action and two will not, but all of them 
have profited indirectly. In connection 
with these companies, no question can 
arise concerning maintenance during the 
six months’ period, and no balances are 
due on account of operations in this period. 
All that could be required of them would 
be to refund half the excess over 6% 
earned on their investments, and none of 
them will fall into this class, with the pos- 
sible exception of St. Louis Southwestern. 


Estimated 1920 Incomes 


The 1920 incomes, in part estimated, are 
compiled on the same basis for the five 
companies. The first two months are cov- 
ered by accrued rental, and some explana- 
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ket Position of the Securities 
By EDWARD GILMAN 


tion is necessary in this connection. Pere 
Marquette is the only one that has signed 
a contract, and the item will be subject to 
adjustment in the other cases, but it is 
two months’ ratio of the figure used by 








ESTIMATES OF 1920 INCOME OF 
INDEPENDENT ROADS 
New York, Chicago & St. Louis 
Rental (2 mos) ........sse00s $369,809 
Net op. inc, (8 mos)......... 3,368,354 
Net op. inc. (2 mos. est.)..... 429,040 
Net from operation .......... $4,167,203 
Other income .........sssee0. 120,000 
Gross imcome ...........sses+ $4,287,203 
Siaddocesescoedmmel 1,750,000 
Wet Gow ates cc cccccccseccsce $2,537,208 
% Pere Marquette 
Rental (2 mos) ..........++++ $624,699 
Net op. inc. (8 mos).......... 722,601 
Wet op. inc. (2 mos, est.).... 971,800 
Net from operation .......... $2,319,100 
SED “‘adecanenencoencs 120, 
Gross imcome .............+.. $2,439,100 
oe ddcedcedocssecoccces 1,850,000 
ie Bae GE. cb ccdvtcedccstas $589,100 
St. Louis Southwestern 
Det Baad” 2. ccccccdctcces 651,819 
Net op. inc, (8 mos) ......... 3,491,621 
Net op. inc. (2 mos, est.)..... 1,043,190 
Net from operation .......... $5,186.€30 
Other income ............++.+- 380,000 
NE BED 6s iinintnabiinnciehe $5,566,630 
GEE wisctccvaunekbaneesa ice 2,750,000 
eh Oe OEE. i ccctseccesdeoces 08,66, 900 
Bets GM cocccceccccocccesacas 996, 
Net for common ............+. $1,821,630 
Southern Railway 
Rental (2 mos) ........sssee05 108,982 
Net op. inc, (8 mos)........... 1,186,826 
Net op, inc. (2 mos, est.)..... 2,162,500 
Net from operation .......... $16,458,308 
GEE SEED. Cede ccckcqvecccasee 225, 
Goons GAGS... ccvcoscccccces $18,683,308 
Vedoceds cnecqedeveees 14,825, 
SN Tae BOs cc cccctccovessece $3,858,308 
Be GR ec cevnseccccuccuctecs 3,000,000 
Net for common ...........+... $858,308 
Western Pacific 
Rental (2 mos) .............+. $316,725 
Net op. inc. (8 mos)........... 2,882,179 
Net op. inc, (2 mos, est,)..... 692,000 
Net from operation ........... $3,890,904 
GROEEED. cccccccccces notes 465, 
Gross income ...........sseees $4,355, 
coans cee tbeececetenees 1,275,000 
Wat few Ob. ccccceccccedcces $3,080,904 
De, Galb..0cdasbncavesendstene 1,650,000 
Net for common ....... etscevs $1,430,904 




















the companies in their income statements 
for 1918 and 1919. In the case of West- 
ern Pacific, the item is certain to be in- 
creased, but how much is uncertain. The 
company’s standard return was $1,900,350, 
and two months’ proportion of this sum 
was used, but the Railroad Administration 
has offered the company $2,300,000. This 
amount was declined and the case carried 
to the Board of Referees. If this body 
renders a decision similar to that made in 
the case of Chicago & Eastern Illinois, 
Western Pacific’s rental would be raised 
to more than $3,000,000, and the amount 
applicable to January and February would 
be $500,000, instead of $316,725. 

In the cases of all five companies, the 
income for the eight months from March 
1 to October 31 is the actual net from 
operations which the companies received. 
From March 1 to April 30, the roads 
operated under the old rates and the old 
wages, during the next four months under 
the old rates and the higher wages, and 
during the next two months they operated 
under conditions as they still exist. 

The fact that these companies, with the 
exception of Pere Marquette, which en- 
countered unforeseen difficulties, could 
save anything in the four months when 
they were operating under the old rates 
and the new wages speaks quite well for 
them. 

During the eight months ended October 
31, Nickel Plate, Cotton Belt and Western 
Pacific earned more than the equivalent of 
rental, while Pere Marquette and South- 
ern Railway earned less, the first a great 
deal less, and the second slightly less. 
These companies, however, make’ quite 
dissimilar showings if considered only for 
September and October, when the higher 
rates were in effect. Pere Marquette, St. 
Louis Southwestern and Western Pacific 
appear to be pointed up hill, while New 
York, Chicago & St. Louis and Southern 
Railway seem to be headed in the other 
direction. 

Last Two Months Estimated 


Net operating income for November and 
December is based on the same item in 
September and October, as similar rate 
and wage levels prevailed in all four 
months. Proper allowance was made for 
seasonal fluctuations of traffic. One ex- 
ample will suffice: New York, Chicago & 

(Continued on page 317) 
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The Position of Eight Investment Bonds 
Forced Liguidetion Responsible for Price Declines—What the Companies Are Earning—The 


IGHT railroad bonds, which I rec- 
ommended in the issue of September 
4, still deserve to rank as second- 
grade investments, in spite of all the pain- 
ful surprises contained in the earnings 
statements of other roads for September 
and October. In view of the numerous 
eminent authorities who have gone wrong 
in the last few weeks, it would be highly 
immodest to claim that foresight had any 
part in the eight selections. Admitting, 
therefore, that the recommendations were 
the result of good luck, the fact remains 
that the companies issuing these bonds 
are still earning their interest charges 
by exceptionally large margins. 

In order that the position of the publi- 
cation on the subject of railroad securi- 
ties in general may be reaffirmed, the first 
two paragraphs of the article of Septem- 
ber 4 are quoted: 

“Whatever one may think about the 
effect of the tariff increases on railroad 
stocks in general—and THe MaGazINEe oF 
Watt Srreet has not been among the 
enthusiasts who believed that the new 
rate level would straightway put Erie 
common on an investment basis—there is 
no doubt that they do impart to most rail- 
road bonds a degree of security these is- 
sues have not enjoyed in years. There is 
hardly a shadow of doubt that they im- 
part to the eight issues herein enumerated 
all the security that the average investor 


requires. 
“Those who have recently viewed with 
favor the low-priced railroad stocks 


should bear one thing in mind, namely: it 
is hardly possible for these stocks. to 
register and sustain a marked advance 
until such bonds as are described in this 
article have shown a conspicuous im- 
provement.” 

Most railroad bonds made their record 
1920 lows in February or May, and many 
of them dragged very close to the bot- 
tom during the early summer. As the 
railroad situation began to clear up, a 
general advance occurred with the re- 
sult that practically all active bonds made 
their 1920 highs in October. 

The general improvement in prices was 
partly the result of investment buying, 
but very largely the result of speculative 
buying and accumulations by small 
dealers on margin. The latter form of 
buying particularly resulted in a weak 
technical position for second-grade rail- 
road bonds. 

Disappointing Earnings 

Holders of railroad securities were 
told to disregard September earnings and 
most of them doubtless did, but the action 
of the railroad bond market indicates that 
a few of them did not. While the be- 
ginning of the decline was delayed for 
some time after the September earnings 
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Time to Buy Outright 
By DANA HYDE 


became available late in October, it took 

place some time before the October fig- 

ures were available late in November. 
Two factors have operated to depress 


prices: first, the disappointing earnings, 
and, second, the necessity of raising 
money. From the fact that most buyers 


of second-grade railroad bonds were in- 
discriminate in their purchases, it fol- 
lows that most of the sellers have been 
indiscriminate in their sales. 

At the time of the advance, hopelessly 
weak issues did rather better marketwise 
than stronger securities. The junior 
bonds of Erie anl Seaboard Air Line, for 
instance, registered about the highest ratio 
of advance in the list. Since the decline 
set in, it has been impossible to trace any 
connection between the position of the 
railroad and the extent of the drop. 

The table of bonds is the same as that 
used in the article of September 4, and 
in the same order, only the prices and 
yields having been brought up to date. 
Only five systems are represented by the 
eight issues. There are two issues of 
Cotton Belt, Peoria & Eastern is a sub- 
sidiary of Big Four and Rio Grande 
Western a subsidiary of Denver & Rio 
Grande, now controlled by Western 
Pacific. 

Recent Progress of Roads 
Among the five roads, there is not one 


by the Interstate Commerce Commission 
and shows a large excess over the claims 
of the company. As far as property in- 
vestment is concerned, the margin of 
safety for all the company’s bonds is 
ample. Peoria & Eastern has never been 
a large earner, but it has a large invest- 
ment in ratio to ‘its debt, and the interest 
on the first consolidated 4s is guaranteed 
by Big Four.—vol. 27, p. 20. 

The earnings of Denver & Rio 
Grande, which is just about to emerge 
from a long receivership, have been one 
of the happy surprises in the railroad 
situation. Out of a gross of a little more 
than $4,000,000 in each of September 
and October, the company saved more 
than $1,000,000 for net operating income. 
With the discontinuance of the use of oil 
for fuel in the Northwest, it should do 
even better, for it is a large coal carrier. 
On the basis of the two months under the 
new rates, the road earned at the rate 
of more than double its interest require- 
ments after the proposed reorganization, 
which does not disturb either of the issues 
recommended herein.—vol. 27, p. 88. 

St. Louis-San Francisco System, 
which is responsible for the interest on 
the Kansas City, Fort Scott & Memphis 
4s, has made an exceptionally good earn- 
ing record for three years, and under the 
new rates is earning on an annual basis 
about $7 on the common, after allowing 








that has been a disappointment in the 
PRICE DECLINES THIS YEAR 
Years to 
Bond Maturity 
St. Louis Southwestern cons 4s....... 11% 
Peoria & Eastern Ist 4s............. 19 
St. Louis Southwestern term 5s...... 31 
Rio Grande Western ool 4s........... 28% 
Denver & Rio Grande cons 4%s...... 15 
Cc. C. C. & St. L. deb 4%s........... 10 
= c., , Fort Scott & Mem. Gs cwcocsee 16 
thern 4%s...........++. 14% 








IN EIGHT INVESTMENT BONDS 

-——1920 Range— Present Present 

High Low Price Yield 
67% 48% 59% 10.00% 
67 47 55 00 
67% 49 60 8.75 
56 48 49% 8,90 
72% 62% 65 8.70 
80 69 75 8.80 
70 58 62 8.35 
79 66% 69% 8.10 

















matter of earnings. St. Louis South- 
western, which was one of the roads to 
reject the Government guaranty, has made 
a remarkably good showing. In spite of 
the fact that it operated for six months 
under the old rates, the company will 
earn this year close to $10 a share on the 
common, after allowing for $5 on the 
preferred now unpaid. On the basis of 
September and October, during which the 
high rates prevailed, it earned at the an- 
nual rate of about $18. a share on the 
common.—vol. 27, p. 239. 

Cleveland, Cincinnati, Chicago & St. 
Louis, which is controlled by New York 
Central, has reported very satisfactory 
earnings, although it operates in a highly 
industrialized territory that has felt the 
business depression badly. Tie official 
valuation of this property has been made 


- the low points of the year. 


for several charges junior to interest on 
these subsidiary bonds—Vol. 27, p. 239. 

Colorado & Southern System, which 
is controlled by Burlington, began opera- 
tions under the new rates on the basis 
of about $12 a share on the common. The 
company at present is paying dividends on 
two classes of preferred stock—Vol. 27, 
p. 91. 

I believe that any of the bonds in the 
table are reasonably secure and rank near 
the head of investments in their class. At 
the market, they have had declines rang- 
ing from five to twelve points, and a few 
of them are selling only slightly above 
In addition 
to their investment qualities, bought out- 
right, they should show over the next 
year very substantial profit.—Peo. & 
Eastern vol. 26, p. 607. 
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Gulf, Mebile & Northern Railroad 





Gulf Mobile’s Strong Position Not Reflected in 


Recent Earnings. 


Exceptionally Large Maintenance Allowances Responsible for Apparently Weak Showing — 
Only Very Strong Company Could Have Made Such Liberal Charges 


N the face of its returns for the past 
ten months ended October 31, Gulf, 
Mobile & Northern has been making 

a very weak showing. If one examined 
nothing except operating revenues and net 
operating deficits, he would be forced to 
the conclusion that the sooner the-man- 
agement obtained the consent of the Inter- 
state Commerce Commission to scrap the 
property the better for the stockholders. 
Even sich a course would retire the pre- 
ferred stock at more than its market 
price. A detailed analysi, of the monthly 
returns, however, proves conclusively that 
tke situation is far. from being so dire as 
it appears on its face. 

In order that the changing position of 
the company in recent months may be 
understood, it is well to note the relation- 
ship to the Government of all the carriers 
since January 1, 1920. For the first two 
months of this year the roads were oper- 
ated by Federal managers for the account 
of the Railroad Administration. During 
the next two months—March and April— 
the roads were operated by their own 
officers under the old rates and the old 
wages-with the benefit of a guaranty equal 
to standard return. During the following 
four months—May to August, inclusive— 
the properties were similarly operated 
under the old rates but under the new 
wages. 

Monthly statements do not properly re- 
flect the change, because the wage in- 
crease was retroactive and the increase 
was. paid as the roads could obtain the 
money from the Government, the pay- 
ments falling in different months in the 
case of different carriers. Taking, how- 
ever, the guaranty period as a whole, all 
the roads had six months’ operations 
under the old rates, during four months 
of which the higher wages prevailed. 
During September and October, the roads 
were operated by their own officers, for 
their own accounts and under the high 
rates and the high wages. 

During the period of Federal control, all 
the carriers suffered from deferred mainte- 
nance. This is denied by the representa- 
tives of the Government, who figure 
maintenance in financial units, properly 
equated for higher costs and higher wages, 
but this method takes no account of the 
inefficiency of labor and _ bureaucratic 
practices. lf the computations be made in 
physical units, it appears beyond doubt 
that maintenance was neglected to the ex- 
tent of several hundred million dollars. 

High Maintenance Allowances 

Even before thu properties were re- 


turned on March 1, the operating officials, . 


in the knowledge that the roads soon 
would be turned back to their owners, 
began to extinguish deferred maintenance, 
with the result that these allowances have 
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By DANIEL CUSHING 


run very high for the carriers as a whole 
ever since the beginning of the year. But 
Gulf, Mobile & Northern differs in this 
respect: it carried the practice very much 
farther than any other company. Indeed, 
only a company without any fixed charges 
could have been so liberal in this respect. 
Otherwise, it would have soon been in the 
hands of a receiver. 

“In normal times 30% of gross revenue 
is a fair allowance for maintenance of way 
and equipment combined. Roads in bad 
condition must spend more and those in 
good condition may safely spend less. 
For the reasons already explained, the 
Class 1 roads of this country, repre- 
senting 235,539 miles, devoted 44% of 
gross to maintenance. In the same 
period, Gulf, Mobile & Northern de- 
voted 66% of gross to maintenance. 

In the month of September, when the 
roads began to operate independently of 
the guaranty, all of them cut their mainte- 
nance allowances. The Class 1 roads de- 
voted 37% of gross to maintenance, and 
Gulf, Mobile & Northern 44%. Had all 
the roads been as liberal as Gulf, they 
would have had very little net operating 
income and far from enough to cover their 
fixed charges. 

By reference to the table, it will be seen 
that Gulf, Mobile & Northern devoted 70% 
of gross to maintenance during the first 
eight months of the year while the Gov- 
ernment was absorbing the deficits, 434%4% 
in the next two months when the road 
was running for company account, and 
62% for the entire ten months to Oc- 
tober 31. 

In July, it will be noticed, maintenance 
was 102% of gross and in August 135%. 
In other words, during these two months 
the company spent on maintenance, to say 


deal of latitude is allowed under the head 
of maintenance, and a great deal of actual 
improvement or betterment may be covered 
under this item. From the financial state- 
ments, it is impossible to say in any given 
case just what has taken place of a 
physical nature. It can be accepted as a 
certainty, however, that Gulf, Mobile & 
Northern, after spending 62% of gross for 
maintenance in a period of. ten months, is 
in much better physical condition than it 
was on January 1, 1920. 

It is not my intention to suggest that 
there was any impropriety in the practice 
of the company. It had no charges, the 
property was not in good physical condi- 
tion and there is no reason why the total 
of net income should not have been spent 
in improving the road and equipment. The 
point I wish to make is that the company 
can demonstrate an earning power as ap- 
plied to its stocks whenever it gets ready 
to do so. 

No end would be served by applying a 
hypothesis to the eight months prior to 
September, because the rates were inade- 
quate during that period; but if it be as- 
sumed that the company appropriated only 
a normal sum for maintenance in Sep- 
tember and October, the results are very 
different from those shown in the table. 

Gross for the two months ended October 
31 was $881,431, of which about 43%4% 
was devoted to maintenance. Had the 
normal allowance of 30% been made, the 
difference would have amounted to $118,- 
993, and instead of a net operating deficit 
of $20,595, the company would have had a 
net- operating income of $98,398. This 
would be at the annual rate of about $480,- 
000, or more than $4 a share on the pre- 
ferred stock. 



































GULF, MOBILE & NORTHERN RAILROAD 
Comparison Between Maintenance, Revenue and Income 

Maintenance Maintenance of Total Net Operating 
of Way Equipment Maintenance % Income 
$80,887 $66,705 $147,592 45 $18,527 
106,677 69, 176,003 68 def. 84,956 
69,746 68,102 187,848 45 10,048 
76,540 64, 141,342 46 6,115 
81,387 65,769 147,156 47 def. 151 

134,892 80,157 214,549 70 ° , 
182,106 97, 279,345 102 def. 179,965 

300,596 122,451 423,047 185 394, 
$1,032,337 $634,555 $1,666,892 70 def. $768,246 
88,264 95,844 183, 44 4,578 
102,795 96,950 199,745 43 def. 25,178 
Ten months $3,276,222 $1,223,397 $826,850 $2,050,247 62 def $788,840 




















nothing of* transportation and other ex- 
penses, more than it took in. In August 
the company spent on maintenance of way 
alone nearly as much as it received in 
revenues. 
Latitude of Maintenance 

Without going into too many technical 

details, it may be pointed out that a great 


This is sufficient to show that Gulf, 
Mobile & Northern, once deferred mainte- 
nance is fully extinguished, will be in a 
position to earn a substantial sum on its 
preferred stock, even under the 25% 
freight rate increase, which has proven 
inadequate for the roads as a whole in 
Southern territory. 
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Bargains in the Motor Group 
Hupp, Chandler and International Motor Truck Look Very Attractive—Exaggerated Views of 


HE automobile manufacturing indus- 

try, and all allied industries, are go- 

ing to the demnition bowwows. Buy- 
ing of automobiles by the general public 
for pleasure purposes was nothing but a 
craze—just like the ouija board fever and 
the old-time euchre parties. Now the nov- 
elty has worn off, and public buying is 
certain to diminish, terminating event- 
ually in no buying at all, except by a few 
people who have the speed mania in their 
blood. The use of automobiles by sales- 
men, by retail dealers as delivery carts, 
by wholesalers for a thousand and one 
purposes, was never really a matter of 
business, with speed and economy in mind, 
but just a sort of peculiar frenzy which 
could not last long. Positively they will 
all go back to the old days of horse-drawn 
vehicles, and in the process try to make 
up for the delirium which led them to 
change to motor-drawn vehicles in the 
first place. 

None of the foregoing is true, of course; 
but a lot of weuld-be mourners—with 
heavy short contracts outstanding, per- 
haps?—are going up and down the land 
talking such rot. And if you want to ex- 
plain the recent wholesale collapse in auto- 
mobile security values, you’re got to take 
their arguments into consideration, no 
matter how spurious they may be. 


Some Reason for the Declines 


Nobody with his feet on the ground 
and his mind in touch with the things 
actually going on about him would assert, 
for a minute, that the decline in the mo- 
tor stocks has been entirely unjustified. 
The picture is still too vivid of a recent 
receivership, of another “unavoidable fi- 
nancial readjustment,” not to speak of 
recently published statements showing 
rather large inventories, which must, al- 
most certainly, have been acquired at 
very much above prevailing price levels. 
The trouble with the arguments of pro- 
fessional bears fies in their referring to 
such events as indices of the future of the 
industry. They would have us believe 
that, because the automobile companies 
have suffered in the recent industrial re- 
action, they must continue to suffer world 
without end, and have lost all hope of 
ever re-establishing their erstwhile pres- 
tige and prosperity. Worse than that, the 
bears make the fatal error of referring 
to the passenger automobile as an out- 
and-out luxury, when, as a matter of ir- 
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the Motor Situation 
By PERRY A. EMERSON 


refutable logic, it must be ranked as only 
slightly less of a necessity in our present 
civilization than street cars and express 
trains. 

As a final point of question in the cur- 
rent disbelief in motor securities, it may 
fairly be asked what justification there is 
for judging an industry by the success or 
failure of the stock market transactions 
of prominent persons in that industry. 


. There’s no need mincing words about 


the General Motors affair now. Mr. Du- 
rant’s personal stockholdings, thrown on 
the market as a matter of necessity, were 
not sacrificed because he wanted to get 








Our “Saturated” Motor 
Industry 


66°F. HE so-called ‘saturation’ of the 

automobile market is far distant,” 

says a recent statement issued by | 
the Liberty National Bank of New York. | 
“With less than 900,000 trucks in service, 
and with only 8,000,000 motor cars in all 
for a population of above 105,006,000 peo- 
ple, there is no reason to suppose—espe- 
cially in view of the industrial possibil- 
ities of motor trucks—that the automo- 
tive needs of the United States have 
been met or even approximated. And 
beside the domestic demand there is the 
export field to be supplied. In 1919 this 
field absorbed 35,000,000 worth of trucks, 
and $73,000,000 worth of passenger cars, 
with which there were shipped $42,506,000 
worth of parts.” 




















out. Jf he overextended himself—and we 
can only assume that that was the trouble 
—it is not to be concluded that he jeop- 
ardized the business of making motor cars 
in the bargain. If General Motors stock, 
after having brought original stockhold- 
ers many thousands of dollars per share, 
dropped to the poorhouse level of around 
$13, it is no investment basis for getting 
out of all other motor stocks and refus- 
ing to get back in. 

When the record of last year’s stock 
market transactions is written, the chief 
point of interest will be the great decline 
in industrial securities, and above all, the 
motor stocks. When the history of the 
new year’s market comes to be written, 
probably one of the chief points of in- 
terest will be the recovery in many of 
these securities to levels more nearly ap- 


proximating their true worth. The last 
half of 1920 was a bear speculator’s para- 
dise. The law of compensation alone 
should. reward the investors in 1921. 

If they act as investors should act, con- 
fining their buying to the motor com- 
panies which are weathering the current 
storm and which the facts indicate are go- 
ing to build back up again when the skies 
clear, they may reap a harvest. 


Hupp Motors a Prominent Success 


_ In the whole list of motor securities, 
it would be difficult to find a stock whose 
recent market decline was less a reflec- 
tion of actual or prospective conditions 
than Hupp Motors. Frequent reference 
has been made to this security in these 
columns. It seems that a more extended 
analysis of the company may be desirable. 

The original Hupp Motor Co. did not 
enjoy any very large volume of sales, nor 
was it operated at a profit. However, the 
car the company turned out was built: to 
last—there are a good many of them still 
in active use—and, perhaps, the reputa- 
tion the old company made for itself with 
its “quality product” has had something 
to do with its steadily increasing sales 
and profits in recent years. 

Production has shown a very normal 
and steady growth, amounting in the year 
to June 30, 1920, to almost twice its pro- 
duction in 1915. As compared with the 
previous year’s output, the 1920 figures 
showed an incredse of about 19%. Pro- 
duction for the first three months of the 
current year is reliably reported to have 
averaged about 2,100 cars a month, or 
better than the average in 1919 by almost 
600 cars a month. 

No real conclusions can be drawn from 
the earnings record of the company up to 
June 30, 1919. For the year 1918, the 
company reported very substantial earn- 
ings on its shares, but in 1919 earnings 
decreased about 35%, due to the fact that 
the report for the fiscal year did not re- 
flect an increase of $200 per car ordered 
in the latter part of the year. As most 
automobile companies increase the price 
of their cars after June 30, 1919, and re- 
port for the calendar year, the comparison 
of Hupp’s 1919 year with that of other 
companies is not accurate. 

A good indication of what the com- 
pany could do with the price of its car 
in keeping with the increased cost of pro- 
duction is shown by the 1920 net earn- 
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ings, which amounted to over $2,668,299, 
an increase of 440% over 1919, or .better 
than $5 per share on the outstanding com- 
mon stock. 


Earnings in the Current Year 


In the first quarter of the current fiscal 
year, Hupp Motor earned over $1,500,- 
000 on its capital stock, a new high and 
one which is all the more impressive in 
view of its having occurred in a period 
when most of the motor companies were 





servatively recommended as a good in- 
vestment for widows and orphans; but for 
business men and people with ample funds 
to back up their judgment, it would be 
difficult to find a more promising semi- 
speculative opportunity than Hupp.—vol. 
24, p. 840. 


CHANDLER MOTOR CAR CO. 


In THE MAGAZINE OF WALL STREET is- 
sue of September 4, 1920, an exhaustive 
analysis of Chandler Motor Car Co. was 


per share of stock. That such an esti- 
mate may prove conservative is indicated 
by the fact that, in the first seven months 
of operations, net earnings were actually 
in excess of net for the entire year 1919. 


Dividend Amply Protected 


With such a proven capacity, the com- 
pany’s dividend rate of $10 a year seems 
exceedingly well protected. Net current 
assets, as of June 30, 1920, amounted to 
$8,700,000, or over $31 per share of stock. 








Photos by Brown Pros. 


Left—The plant of the Hupp Motor Car Corp. at Detroit, Mich. Right—Plant of the International Motor Truck Co. at Plainfield, N. J. 


showing unmistakable signs of a slacken- 
ing in the industry. Business fell off 
heavily in October, resulting in a loss 
for the month of around $119,000—and it 
is quite possible that another deficit of 
over $100,000 was suffered in November. 

Assuming the latter conjecture to be 
fact, then Hupp’s net earnings for the 
first five months of operations must have 
approximated $1,280,000, or over $2.40 a 
share on the common stock, which would 
be just about half the total earnings for 
the fiscal year 1919-1920. 

You can assume that the company’s op- 
erations for the remainder of the year 
will only approximate 50% of normal, and 
still the company would be able to show 
earnings for the entire year of very close 
to the $5 a share reported in 1920. 

From the dry standpoint of “financial ’ 
position,” Hupp Motors is to be envied. 
The company’s balance sheet, as of Oc- 
tober 31, 1920, showed plant and prop- 
erty valued at $3,997,646, an increase of 
about $1,390,000 over the same item in 
1919. The increase was due to the addi- 
tion of two wings of a reinforced con- 
crete building at Detroit, as well as to 
construction under way on the main build- 
ing. The new construction will give the 
company 375,000 square feet of additional 
manufacturing floor space. 

Net current assets stood at $5,200,000, 
or $10 a share on the common sstock. 
Cash amounted to over $700,000. Net 
tangible assets, exclusive of good-will, 
amounted to over $12 per share of-com- 
mon stock. 

At this writing Hupp Motors common 
is selling around $10 a share. Earnings, 
then, are running at a rate of close to 
50% on the market price; and the current 
dividend rate of $1 a share produces a 
yield of 10%. . 

Stock Appears Cheap 


The change for the better in the motor 
industry may not come immediately, but 
when it does the stocks of such companies 
as Hupp Motors are likely to enhance con- 
siderably in market value. Close students 
of the motor industry go so far as to pre- 
dict a not-far-distant recovery which will 
carry the issue much above its present 
level. Certainly, under present conditions 
no industrial common stock can be con- 
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printed. At the conclusion of the article, 
the author stated: 

“Over a period of years, Chandler may 
be subject to more severe competition 
and possibly decreasing demand, so that 
caution should be exercised in buying the 
stock. It does not seem to be well sup- 
ported at its present prices of about 83, 
and intending purchesers may be able to 
pick it up at lower levels.” 

A lot can happen in four months. 
What happened to Chandler was a reac- 
tion of over 20 points in the stock to a 
price, at the present writing, of around 
$63. At this level, the issue seems to be 
far more conservatively valued, and it 
is a fair guess that the possibility of 
severe competition has been pretty well 
discounted. 

Chandler Motors has enjoyed a very 
prosperous and rapid growth since 1914. 
Production of cars, expressed in round 
numbers, started in 1914 at 1,800 machines, 
and in the five successive years rose to 
18,000 cars. The production in 1920 is 
estimated at between 25,000 and 20,000. 

Earnings of the company have increased 
on a very substantial scale. In 1919 they 
amounted to about $11 a share, after taxes, 
against $6.14 a share in 1916, on the basis 
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of the same capitalization for both pe- 
riods. In the current year it is expected 
that Chandler will show record earnings 
—probably as much as $5,000,000, after 
Federal taxes, or the equivalent of $18 
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Net working capital, as of December 31, 
1919, amounted to $33,500,000, or about 
$56 per share of common stock, and net 
tangible assets, exclusive of good-will, to 
over $82 per share. 

In the previous analysis of Chandler 
Motors, referred to above, it was shown 
that a man who bought 100 shares of 
Chandler Motors in January, 1920, at 103, 
held on until the new stock sold at 164 a 
share, subscribed to Cleveland Motors, 
and sold out the recapitalized common 
stock of the subsidiary at 70, would have 
made the tidy little profit of $44,600 on an 
investment of $10,300 in slightly over a 
year. The likelihood of any such tre- 
mendous profit accruing from the purchase 
of the stock at current levels is not ex- 
treme. Chandler, like the other motor 
companies, will have to go through a pe- 
riod of industrial readjustment before it 
can hope to enter another period of active 
and profitable business. However, the 
stock appears to be a good, conservative 
semi-investment at current levels and can 
be purchased with considerable confidence. 
—vol. 24, p. 840. 


INTERNATIONAL MOTOR TRUCK 
CORPORATION 


International Motor Truck was incor- 
porated in November, 1916, taking over 
the business of the International Motor 
Co. of Delaware. The company subse- 
quently controlled the plant of the Wright- 
Martin Aircraft Co., and controls through 
stock ownership the International Motor 
Co., Mack Bros. Motor Car Co. and the 
Saurer Motor Co. 

The business of the company is con- 
fined solely to the manufacturing of motor 
trucks. Production has increased over 
900% since 1914, and has fully kept pace 
with the enormous increase in the motor 
truck industry. Production since 1914 has 
been as follows: 


Years Production 
MEN Wakes cient dac eect deeeee 544 
 Sininiintdditmes sbkging damian 1,607 
SS 2s sahcuatia de secun<inant ts 1,977 
RI ee = RE pe 2,981 
iS ech sis tena tinihtindaan ee 3,821 
ST anol ano vbangasheth eek 5,005 


Production for the first nine months 
of 1920 amounted to approximately 6,250 
trucks, which is at the annual rate of, 











na «zeit he eh & O20 OS oe OF 








hs 


lly 
9. 


n= 
1S 
nt 
0 












roughly, 7,700 trucks. Operations of the 
company are now running at about 65% 
of capacity, which is an excellent showing 
in comparison with general conditions. in 
the automobile industry. It proves quite 
conclusively that the motor truck indus- 
try is.on’a sound commercial footing. In- 
deed, motor trucks are fast becoming an 
economic necessity in the business world. 
There has been no price reduction in the 
company’s truck and none is contem- 
plated. 

Net earnings of the company have in- 
creased at a very satisfactory rate. In 
1917 the company earned about sufficient 
to cover its first and second preferred 
dividends, with nothing left over for the 
common. In 1918 the earnings amourited 
to over $2.50 per share on the now out- 
standing common stock, and in 1919 earn- 
ings were slightly in excess of $3 per 
share of common. Earnings for the first 
nine months of the current year estab- 
lished a new high record for the com- 
pany, net before dividends amounting to 
$3,114,331, or the equivalent of $8 per 
share of common stock, after preferred 
dividends. 

A conservative estimate of net earnings 
available for the common stock for the 
last three months of operation would be 
around $500,000. This would give total 
earnings on the stock for the year of 
approximately $10 per share. All back 
dividends have been paid up on both pre- 
ferred stocks. A 100% common stock 
dividend was declared to holders on May 
11, 1920, and there are now 283,108 shares 
of no par value outstanding. 

The company is in an excellent finan- 
cial position, net working capital as of 
December 31, 1919, amounting to $12,600,- 
000, or over $44 per share of common. 

Position of the Securities 

The first preferred stock of the. Inter- 
national Motor Truck Co. is well se- 
cured as to assets. In 1918 and 1919 the 
7% dividend requirement was earned more 
than twice over, and for the first nine 
months of 1920 earnings amounted to al- 
most $29 a share. At the present price 
of about $71 a share the yield is over 
98%. The company is still in its early 
stages, which probably accounts for the 
low investment rating accorded this par- 
ticular issue. It appears an _ excellent 
long-pull investment, however, and should 
sell much higher in an improving market. 

The second preferred stock is also well 
secured as to assets. The issue is a very 
small one, only 53,317 shares being out- 
standing. Earnings were over twice divi- 
dend requirements in 1918 and 1919, and 
over $24 a share in the first nine months 
of 1920. The stock is now selling at about 
$58 a share, at which price it yields bet- 
ter than 12%. The narrow market exist- 
ing in this stock deprives it of some of 
its attraction, although from a statistical 
standpoint it certainly, looks like a de- 
sirable speculative investment. 

At the present market price of around 
30, the common stock may be rated as an 
excellent speculation. The real potentiali- 
ties of the issue have only been manifest 
in the last two years, but if 1921 earn- 
ings keep up to the current rate early 
dividends on the common may be looked 
for and a resultant improvement in its 
price. 
for JANUARY 8, 1921 


— 











INCOME OF THE CHIEF INDEPENDENT ROADS IN 1920 
(Continued from page 312) 
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St. Louis earned $508,391 net in the first 
two months under the new rates. As 
September and October represent 20.549% 
of the traffic year, this would be at the 
annual rate of $2,480,000. Of this rate, 
November and December’s proportion, 
these months representing 17.288% of the 
traffic year, would be $429,040. 

In all cases, other income and charges 
were taken from the actual figures for 
1919, with such adjustments as could be 
made in the light of existing knowledge 
concerning changes. 

New York, Chicago & St. Louis has 
$30,000,000 stock, divided into three classes. 
After the first and second preferreds have 
had 5%, the common is entitled to 5%, 
after which all three classes participate 
ratably. A dividend of $5 a share has just 
been declared on the common, payable in 
1921, but this is the first disbursement to 
this stock since the $4 paid in 1913. 
The final net shown in the table is at 
the rate of $8.45 a share on all three 
classes of stock, and this would seem 
to be an ample margin for a $5 dividend. 
On the other hand, the common stock is 
far from being a seasoned investment 
issue, and the present price in this market 
has fairly well discounted all that is 
likely to come to the common. The spec- 
ulative attractions of the junior stock are 
aiso diminished by the participating rights 
of the preferred issues, which I would 
much rather have at the existing spread of 
prices.—vol 27, p. 20. 


Pere Marquette 


Pere Marquette suffered a variety of 
misfortunes in the six months’ period after 
it had rejected the Government guaranty. 
Among these were the car shortage and 
the outlaw strike, but in September and 
October the company more than offset a 
large operating deficit that had accumu- 
lated in earlier months. 

The final net in the table is just about 
sufficient to cover the 5% dividend on the 
$11,200,000 prior preferred stock, but re- 
sults in September and October indicate 
a substantial return on the common after 
allowing for 5% on the second preferred, 
on which no dividends are paid. 

In spite of a very heavy allowance for 
maintenance, St. Louis Southwestern will 
close 1920 with a much larger income than 
it would have derived from an acceptance 
of the six months’ guaranty. The final 
net in the table is equal to more than 
$11 a share on the $16,356,100 common, 
after allowance for 5% dividends on the 
preferred now unpaid. Month by month, 
the road has shown improvement, and the 
outlook for 1921 is better than results last 
year, unless a serious depression hits the 
company’s territory. I would say the com- 
mon stock was very cheap if it were not 
for two factors in the situation. The com- 
pany has a fair-weather financial structure, 
and the official valuation shows little or 
no equity for the junior stock. For a long 
pull, the preferred, which usually sells at a 
spread of from six to twelve points, is a 
better purchase, but the recent action of 
the common shows that it is a good trading 
issue.—vol. 27, p. 239. 





Southern Railway 

The recent returns of Southern Railway, 
due chiefly to conditions in that company’s 
territory, have been a great disappoint- 
ment. The company did very well up to 
September, but subsequent results have 
been very unfavorable. The final net 
in the table is equal to about 70 cents a 
share on the $120,000,000 common stock, 
but the outlook for 1921, based on Sep- 
tember and October returns, is not so 
good. For this reason, I would switch the 
junior stock of Southern into ’Frisco com- 
mon, whose earnings are still running high. 

The table contains the estimated income 
of only the operating company, as the 
Western Pacific holding company has 
never issued a report. For this reason, 
the final net is much less than the income 
that is actually accruing to the benefit of 
the stockholders, because the holding 
company has valuable assets, some of 
which are income producing. Litigation 
and uncertainties with respect to the new 
financial organization of Denver & Rio 
Grande have made any estimate of the 
future earnings of the company very dif- 
ficult. The company will receive, how- 
ever, $500,000 dividends on the stock of 
the Utah Fuel Company, and the benefit 
of Denver’s earnings over charges, and 
these are running very large at the present 
time. 

The final net is at the rate of $3 a share 
on the $47,500,000 common stock, after 
heavy maintenance allowances, which 
affect not only the actual figures for Sep- 
tember and October, but the estimates for 
November and December. This certainly 
points to better results in 1921 than were 
obtained last year. 

The company has announced its inten- 
tion of paying to both preferred and com- 
mon a stock dividend, to cover the new 
equities derived from the Denver & Rio 
Grande, amounting to 16 2/3% of pre- 
ferred and 16 2/3% of common, or a total 
of 334%. With the preferred paying 
6% and occupying with, respect to the 
poooerts the position usually occupied 

y second-grade railroad bonds, it 
should be worth at least 60 in any kind 
of a market. 

Thus, the dividend payable in preferred, 
to say nothing of the dividend payable in 
common, should be worth ten points as 
applied to the common. In other words, 
holders of 100 shares of common purchased 
at 25 could write down the price of the 
common to 15 by selling the preferred at 
60 and still retain an additional 16 2/3 
shares of common. 

If a holder of common decided to keep 
the preferred he would have, by virtue of 
the preferred dividend, the equivalent of 
1% on his original holdings of common. 

Of the five possible speculations offered 
by the common stocks of these roads—be- 
cause Nickel Plate common is little better 
than a speculation, in view of its dividend 
record—Western Pacific seems to me to 
be the best, because it has undoubtedly 
large equity in the property and, with sur- 
plus income of Denver & Rio Grande, a 
good earning power. Moreover, with the 
dividend payable in preferred sold off, it 
is the lowest priced of the five. 
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Prosperity in Glass Manufacturing Industry | 


American Window Glass Made High Record Earnings in Year Ending August Last—Largest 
Company of the Kind in the World 


NOBTRUSIVELY proceeding on 

their way, and almost entirely with- 

out notice from the investing public, 
there are a number of industrial companies 
that, for years, have been riding on the 
crest of prosperity and handing out large 
returns to their stockholders. Among 
them is the American Window Glass Co. 
This concern is the most important pro- 
ducer of window glass in the world, and 
produces about 85% of the domestic out- 
put. It also produces enough photo and 
x-ray glass to supply the entire require- 
ments of the American trade. 

American Window Glass is owned en- 
tirely and controlled by the American 
Window Glass Machine Co., which owns 
exclusive rights to patents on window 
glass machines in the United States. These 
rights it leases on a royalty basis to 
American Window Glass. The latter was 
incorporated in Pennsylvania in 1899, tak- 
ing over 20 companies comprising all of 
the more important window glass manu- 
facturers in the United States. Since the 
time of incorporation the company has 
gone into the manufacture of other prod- 
ucts besides window glass and to-day is 
easily the leader in picture glass of all 
sorts, including photo and x-ray glass. 

The company has six large and well- 
equipped plants located near the Pittsburgh 
district, and one large plant at Hartford 
City, Ind. A few years ago, through some 
important innovations, the company prac- 
tically revolutionized the window glass 
making industry in the United States. 

It is understood that further improve- 
ments are to be put into effect which will 
make the process of manufacturing win- 
dow glass practically automatic. 


Business Operations 


The manufacture of window glass de- 
pends to a great extent upon fuel condi- 
tions and all manufacturers, to some ex- 
tent at least, use natural gas in their heat- 
ing operations. Owing to the more or less 
periodic scarcity of natural gas during the 
past few years many smaller companies 
have been seriously interfered with in 
their operations. Not so American Win- 
dow Glass, which to a great extent has 
substituted soft coal for natural gas. 
Being in the soft coal region it has not 
experienced any great difficulty in obtain- 
ing this necessary commodity and has 
therefore been able to get more or less 
satisfactory results so far as production 
is concerned. 

Up to a year or so ago, the company 
did a very large export business with 
Europe. This demand was very largely 
intensified owing to the fact that the Bel- 
gian plants, the largest European produ- 
cers, were shut down on account of war 
conditions. The Belgian plants are again 
producing their regular quota, however, 
and this has resulted in somewhat limiting 
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the company’s export field in Europe. 
Also the exchange situation has adversely 
affected the company’s exports. Never- 
theless, believing that it can successfully 
compete with the European product, 
American Window Glass intends to stay 
in the export field permanently. 

In order to stimulate foreign buying the 
company sells its products in small quan- 
tities. The domestic consumer, however, 
must buy in carloads, and even then he 
must have met with the approval of the 
company. In other words, American 
Window Glass is particular as to its cus- 
tomers and will not accept orders from 
any but properly qualified jobbers. This 
independent position is easily understood 
when it is appreciated that the company 
is the leading interest in its field, bearing 
the same relationship to its industry as 
the American Woolen Co, does to the 
woolen industry. 


As to Prices 


American Window Glass has not raised 
its prices in the past two years, except in 
the case of several rare products. It did, 
however, raise the prices on its various 
products from 125-150% in the period 








1916-1917. Window glass costs to-day 
AMERICAN WINDOW GLASS CO. 

Current Current Net Working 

Assets Liabilities Capital 
1914 $2,855,876 $187,924 $2,667,952 
1915 3,009,195 147,897 2,861,298 
1916 2,979,427 391,894 2,587,533 
1917 4,117,369 597,690 3,519,679 
1918 3,996,001 1,557,300 2,438,701 
1919 7,503,364 2,623,861 , 879,503 
1920 12,304,000 4,174,000 8,130,000 




















nearly three times as much as it did be- 
fore the war. 

The company’s labor costs have been 
principally responsible for the advance in 
its prices. Wages have increased about 
125%; and inasmuch as labor constitutes 
about 75% of the company’s operating ex- 
penses, it is easy to see why it had to 
raise the price on its products. The win- 
dow glass making industry is very strongly 
unionized and very recent demands for a 
12%2% wage increase will probably have 
to be granted. However, these labor con- 
ditions are not so serious as they were 
formerly, principally owing to the fact that 
lavor-saving devices have been put into 
effect. The company, at present, employs 
no more than 1,500 operatives. 


Very Large Earnings 

The company earned very large amounts 
during the war. In the period September, 
1915, to September, 1918, it earned 62.26% 
on its $13,000,000 common stock, or a 
yearly average of about 20%. This was 
after reserving unusually generous amounts 
for depeciation and maintenance. Not- 
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withstanding that the war ended two years 
ago, and that the readjustment to peace 
conditions has been slow and uncertain, 
the company has continued its remarkable 
earnings record. In the year ended Au- 
gust 30, 1919, it earned 21.01% on the 
common stock, while in the year ended 

August 20, 1920, it broke all records 

with earnings of 32.60% a_ share. 

This record does not include depreciation 
charges. But even assuming that the com- 
pany charges off an amount equivalent to 
the average for the previous four years, 
namely, $875,000, there would still be 27% 
left for the common stock or as good as 
the best previous year, 1918, when only 
half as much was charged off for depre- 
ciation and repairs. 

The financial position of the company 
is very strong. Current assets are approx- 
imately three times current liabilities total- 
ing $12,304,000 and $4,174,000, respec- 
tively. This leaves a working capital of 
approximately $8,)30,000 against the $13,- 
000,000 common stock, preferred stock 
and bonds being easily covered by prop- 
erty value. 

The capitalization of American Win- 
dow Glass is as follows: $525,000 first 
mortgage and collateral trust sinking 
fund gold 6% bonds; $4,000,000 in 7% 
preferred and $13,000,000 in common 
stock. This latter pays 12% in dividends 
annually. The 6% bonds are due Feb. 1, 
1922 and are rapidly being worked off. 
Last year $279,000 bonds were retired, 
leaving only $525,000 bonds to be called 
in, an amount which the company earns in 
less than two months. The preferred 
stock is high-grade, with a large factor 
of safety, and is quoted at about par, 
yielding 7%. It is quoted on the Pitts- 
burgh Stock Exchange, where it has a 
limited market. The common stock is 
held entirely by the American Window 
Glass Machine Co. and therefore is un- 
quotable. 

American Window Glass Machine Co. 

Practically all the operations of the 
American Window Glass Machine Co. re- 
volve around the American Window 
Glass Company. Practically all its in- 
come is derived from the royalties which 
it receives from American Window Glass 
or from the dividends it receives from its 
common stock holdings in the latter com- 
pany. For all practical purposes, there- 
fore, the two companies may be regarded 
as one. 

American Window Glass Machine 
has $6,999,600 in 7% preferred stock. 
This has a market on the Pittsburgh Stock 
Exchange and is quoted at about &6. This 
stock is a good investment, although its 
attractions are somewhat marred by the 
limited market available. There is $12,- 
998,600 in common stock outstanding, an 
amount equivalent to the amount of Amer- 

(Continued om page 351) 








7-o TD 


eo 


nan nmhndarth 4&WHe 


~~ i it ah on 

















CITIES SERVICE BANKERS SHARES 
An Attractive Specvestment 

This issue is a good speculation, and at 
the present time earnings are sufficient to 
cover the dividend being paid. As to the 
ability of the company to keep up this 
rate of dividend for a long period of time 
depends on future conditions in the oil in- 
dustry, but at this time we consider it 
fairly safe to hold the stock, as it should 
sell higher when the market resumes a 
more stable tone. We believe that it will 
be all right for you to continue your pay- 
ments as arranged with the firm men- 
tioned and complete the purchase of your 
stock. The sponsorship for Cities Serv- 
ice issues is high grade and management 
well regarded. The company has made 
wonderful progress in the past and this 
record is an element of assurance as to 
the future. Strictly for investment, we 
suggest its preferred stock or its con- 
vertible debenture issues. 





AM. STEEL FOUNDRIES 
Dividends Well Covered 

As one of the leading equipment com- 
panies, its prospects for the next three 
or four years would appear to be excep- 
tionally promising. For the nine months 
ended September 30, 1920, it reported sur- 
plus, after charges and federal taxes, of 
$4,000,000, equivalent, after preferred 
dividend, to $7 a share on the $18,000,000 
common stock, par $33%, as compared 
with $3.91 a share in 1919 for the corre- 
sponding period. The company has re- 
cently declared a stock dividend of #4 a 
share, equivalent to 12% on the common 
stock, payable December 31, to stock of 
record December 15. The new stock will 
not share in the current quarterly divi- 
dend. We regard this issue as a good 
speculative commitment, and believe that 
any recession that occurs will be rela- 
tively unimportant from levels around 28. 





VANADIUM CORPORATION 
Stock Now Very Reasonable 

This company appears to be prosperous, 
although its business has been affected to 
some extent by the slump in the automo- 
bile industry, which uses Vanadium to a 
large extent. The last report of its earn- 
ings was for six months, ending June 30, 
1920, which showed earnings of $1,300,000, 
or at the rate of $3.53 per share on the 
373,300 shares of no par value outstand- 
ing. The stock has been paying a divi- 
dend at the rate of $6 a year, and this re- 
port shows the earnings to be a slender 
margin over the dividend requirements. 
On December 15 this dividend rate was 
reduced to $4, and this should be taken 
into consideration in making a commit- 
ment. 

With the dividend reduced and the stock 
around 30 (after a previous “high” of 
97), it looks a far more attractive propo- 
sition, and its price more in accord with 
worth and current conditions. 


for JANUARY 8, 1921 


Answers to Inquiries 


CHICAGO, B. & Q. JOINT 4s 
Refunding Highly Probable 

The security behind these bonds is am- 
ple to protect the holders. They are not 
only secured by stock but guaranteed by 
the GREAT NORTHERN and NORTH- 
ERN PACIFIC. There is little ques- 
tion but that the bondholders will even- 
tually get their money, but as to whether 
they will get the cash July 1 is problem- 
atical. This is the largest corporate 
financing in American history and it may 
be difficult to arrange any cash liquida- 
tion, and, in any event, the refunding will 
undoubtedly be at a higher rate of in- 
terest. To avoid all danger, however, 
we would switch into another long-term 
4% bond, like Central Pacific 4s, around 
70 (guaranteed by Southern Pacific), the 
security for which and ability to pay is 
beyond all question. 





HUDSON & MANHATTAN 


Adjustment 5s a Fair Speculation 

The adjustment income 5% bonds are 
outstanding to the amount of $33,000,000 
and are a direct obligation of the com- 
pany, secured by a mortgage upon its en- 
tire property, subject, however, to the 
first lien and refunding mortgage and to 
the lien prior thereto. We understand 
that the earnings are at the rate of from 
4% to 5% of the income bond. This does 
not mean that such amount will be dis- 
tributed, as in the past the company has 
placed $660,000 per annum in a depre- 
ciation reserve. As a_ speculation, the 
bonds can be rated “fair,” and some ap- 
preciation in price can be looked for 
eventually. 





OTIS STEEL 


Financial Position Satisfactory 

In September the officers of the com- 
pany stated that the position of Otis, 
financially, was stronger now than at any 
time since its consolidation with the Cleve- 
land Furnace Company, a year ago. The 
company has net current assets of ap- 
proximately $10,000,000, and has no fund- 
ed debt. Its earnings have been fair, but, 
naturally, it has been affected by the un- 
settled conditions in the steel industry. 

The stock is a fair speculation, but it 
has always been sluggish in the market, 
even when other stock showed activity. 
There is no indication that the manage- 
ment is as yet inclined to put the com- 
mon stock on a dividend basis, although 
the reported earnings would warrant such 
action. 

As between OTIS STEEL and U. S. 
STEEL, we certainly should select the 
larger company, because of its seasoned 
character and its long dividend-paying 
record. : 


UNITED LIGHT & RAILWAY 
Preferred Stock Should Be Held 


We regard the dividend on \the pre- 
ferred as being fairly well secured, as 





indicated by the earnings statement for 
four months, ended October 31, 1920 and 
1919. The gross for 1920 was approxi- 
mately $11,000,000, as compared with 
$10,000,000 in 1919. The net, about $3,- 
000,000. in 1920, compared with $2,000,000 
in 1919. The balance for fixed charges 
for 1920 was $1,460,000, as compared with 
$1,124,000 in 1919. The balance, after 
preferred dividends, in 1920, was $856,000, 
compared with * $518,000 in 1919. The 
preferred dividend would be earned about 
twice, even after deducting charges on the 
new notes of $160,000. From this show- 
ing we believe one would be. justified in 
retaining this issue. 





FAMOUS-PLAYERS 

Earnings High and Prospects Good 

The report for nine months, ending Sep- 
tember 25, 1920, showed net, after fed- 
eral taxes, of $3,000,000. This equaled 
$17.86 on the common, after preferred 
dividend. This is a good showing, but 
in view of the gradual falling off in the 
theatrical business throughout the coun- 
try, we do not believe this rate of earn- 
ing can be continued. The stock can be 
considered a fair speculation, but cannot 
be placed in the investment class. The 
net, quick assets on December 31, 1919, 
amounted to $14,000,330. Inquiry into 
the industry reveals optimism in well in- 
formed quarters and we believe Famous- 
Players is attractive at 40-45, where we 
were not enthusiastic at much higher 
levels. 





WILSON & CO. 


Believe California Packing a Better Op- 
portunity 

The continuation of the dividend on the 
common, in 1920, would appear to be con- 
tingent on a material improvement in the 
net earnings as compared with 1919. 
Next year the operation of a sinking fund 
for the purchase of a ten-year converti- 
ble 6% bond becomes operative. This 
calls for $1,500,000 on March 1, 1921, to 
1925, inclusive, and $2,000,000 each year 
subsequently to 1928. In addition, there 
is a sinking fund of 2% annually on the 
preferred stock. In 1919 surplus profits, 
after interest charges, were $2,771,000. 
Judging from these figures, if $1,500,000 
sinking fund charges had been operative, 
there would have been left for the 200,- 
000 shares of common stock outstanding, 
after deducting $736,000 for the preferred 
dividend, a balance of about $538,000, or 
at the rate of $2.69 per share. Export 
conditions may improve next year to a 
sufficient extent to overcome these handi- 
caps, but the outlook -is not particularly 


promising. The net tangible assets on 
December 31, 1919, amounted to about 
$80,000,000. 


We believe California Packing at $58, 
paying $6 dividends, a better investment 
and suggest purchase in place of Wilson 


(Continued on page 350) 












Doubtful Dividend Payers 


What Should the Holder Do About It?—Exchanges Suggested by Members of the Magazine of 


Wall Street Staff 
(Article IL) 


Position of Foremost Copper Producers 


N the absence of demand for copper in 
either domestic or European markets, 
the curtailed production on the part 

of most producers, the depressed price for 
the metal, and the maintenance, if not ac- 
cumulation, of large stocks of the metal, 
are all conditions which’ naturally stimu- 
late inquiry as to which copper company 
will be the next to cut or pass its dividend. 

To say that many copper companies are 
in an unfavorable position is to state the 
case mildly. Most of them are losing 
money, and how long they will continue 
to consider it good business policy to pay 
dividends out of surplus in a depressed 
market, with no definite relief in sight, 
may depend on influences entirely apart 
from operating surplus or deficit during 
a period of depression. For example, the 
Anaconda Copper Mining Co. is losing 
money. It has curtailed its production to 
50% of its normal capacity, and then 
40% of its normal capacity, and there is 
even some talk of a further reduction to 
as low as 25% of its former average pro- 
duction. At the present time the produc- 
tion of the company is about 11,000,000 
Ibs. of copper and 5,000,000 Ibs. of zinc 
per month, which is considered the mini- 
mum economic capacity. 

Under ordinary circumstances, if the 
production of a certain article does not 
pay, and cannot be made to pay during a 
certain period, it is usually considered 
good business policy to discontinue the 
production of the article. However, the 
directors of large organizations like the 
Anaconda Copper Mining Co., and the 
Utah Copper Co., would certainly be fail- 
ing in their responsibilities were they to 
take only this view of the matter, and 
close down their works. Such a step 
might be disastrous, not only to the physi- 
cal condition of the properties, and to 
the operating organizations, but might 
cause severe and unnecessary hardship to 
many stockholders who are depending 
upon the regular receipt of their divi- 
dends. These directors realize that they 
have built up large surplus accounts out 
of earnings, not only for the purpose of 
providing capital to take care of repairs, 
alterations, and additions to their equip- 
ment, but also for the purpose of seeing 
them through just such periods of tem- 
porary embarrassment as present indus- 
trial conditions have thrust upon them. 
In addition to all this, a substantial sur- 
plus may be used judiciously for the pur- 
pose of maintaining regular dividend dis- 
tributions during periods ‘of reduced earn- 
ings, and may be allowed to accumulate 
when profits are above the average, and 
the surplus may, to a reasonable extent, 
thus act as a reservoir, to stabilize the 
earnings.on the company’s shares. Stabil- 
ity of earnings is one of the ideals for 
which the conscientious director strives, 





for he knows that it reffécts credit on his 
enterprise, establishes the confidence of 
his stockholders, and reflects the ability of 
his organization. 


Unsold Copper 

Unfortunately, the surplus accounts of 
many of the big copper companies have 
been unsatisfactory reservoirs of surplus 
capital during the past year or two, be- 
cause instead of representing available 
cash they represented unsold copper. 
Hence we have before us such situations 
as a remarkably efficient and prosperous 
organization like Anaconda Copper Min- 
ing Co., with a large profit and loss sur- 
plus account, but at the same time forced 
to borrow large sums of money to take 
care of its current pay rolls. The com- 
pany faces not only the emergency of 
taking care of its pay rolls out of bor- 
rowed money, but it must now consider 
the advisability of paying all or a part of 
its current dividend with borrowed funds, 
or passing this dividend altogether. In 
the past, the directors of well managed 
companies like Anaconda have not hesi- 
tated to face a situation of this kind 
boldly, and they have taken whatever step 
they considered best business policy under 
the circumstances, regardless of what the 
effect might be on the quotation for their 
shares in the stock market. Anaconda is 
now facing one of these situations, and it 
was no surprise to learn that the directors 
considered it best to pass the dividend 
altogether. Evidently they consider the 
probability of a turn in the copper mar- 
ket to be a long way off, or at least too 
difficult to forecast with any confidence 
at this time. 

ANACONDA, along with other substan- 
tial copper producers, is making a strenu- 
ous effort to make the best of a bad situa- 
tion by reducing cost of production so 
long as it cannot increase the selling price 
of its products. It has introduced numer- 
ous economies in operation, has dispensed 
with all unnecessary labor, and has cut 
wages about 15%. In cutting wages, it is 
doing neither more nor less than most 
industrial enterprises that must co-operate 
to reduce cost of production under present 
conditions, if it intends to remain in busi- 
ness at all. 


Uran Copper Co. is another large 
producer that is not earning its dividend 
at the present time, but it can hold out 
longer than many of the other companies, 
in its effort to maintain a regular divi- 
dend, by virtue of its strong financial po- 
sition, fortified with both cash and Lib- 
erty Bonds. It has between $3,000,000 and 
$4,000,000 in cash in its treasury, and holds 
about $13,500,000 in Liberty Bonds. .Nev- 
ertheless, if the company’s directors be- 
lieve that the present depression is to be 
long drawn out, it is unlikely that they 
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will consider it wise to distribute its re- 
sources to stockholders, while its produc- 
tion cost of 17.156c per lb. of copper is 
between two cents and three cents above 
the selling price of the metal. In view 
of this condition it would not be surpris- 
ing if Utah Copper joined the ranks of 
the quick-asset conservationists. 

Ray ConsoiipatTep has reported a loss 
of $113,519 for the last quarter, and a 
deficit of $445,443, from operations, after 
the payment of the quarterly dividend. 
The company’s recent cost of producing 
copper has been 15.47c per Ib., which 
represents a substantial loss at the cur- 
rent price of the metal. Here again is a 
company with a cash balance of about 
$2,000,000; and other quick assets amount- 
ing to about $7,000,000, and no debts. But 
is it fair to suppose that it will continue 
to follow its present dividend policy, if 
the copper market shows no early signs 
of life? 

Miami has had an advantage over 
other copper companies with about the 
same cost of production, in that it has 
usually sold its copper direct to the trade, 
rather than through one of the large sales 
agencies. Following this policy, it has 
been able to keep in closer touch with ac- 
tual consumers of the metal. Miami has 
been able to make money, with copper 
selling down to 143c a |b., but it is diffi- 
cult to see how the company can con- 
tinue to make a substantial profit and 
pay dividends when producers like Chino 
and Ray Consolidated are not justified in 
continuing their dividends. Miami’s pro- 
duction has been about 66% capacity re- 
cently, and there has been no wage read- 
justment in its district, although a lower 
wage schedule is expected before long in 
order to meet the prevailing conditions in 
the metal market. 

Kennecott and Catumet & ARIZONA 
have a considerable advantage over the 
other copper producers on account of low 
production costs. Kennecott has not been 
compelled to curtail its output as have 
the other companies, and its mines have 
been able to show a good margin of 
profit, even at recent low prices for cop- 
per. Kennecott’s costs have been esti- 
mated at around 10c per Ib. of. copper, 
which suggests that it may be counted 
upon to continue its present dividend pol- 
icy so long as it can dispose of its prod- 
ucts. The regular quarterly dividends of 
50c a share was declared, and is payable 
December 31st. 

Calumet & Arizona has been forced to 
curtail its production considerably, and 
it is carrying large stocks of unsold cop- 
per. It has been able to make a profit on 
a few sales of the metal which it has pro- 
duced at a cost of about 13c per Ib. The 
company has not yet resorted to wage 
reductions, but is using many of its men 
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on development work. The company has 
large cash reserves, and derives a sub- 
stantial income from its New Caledonia 
dividends. Further, it has large assets in 
the form of working capital, and has no 
debts. * . 

The advisability of paying regular divi- 
dends through a period of depression, in 
order to maintain a record for regular in- 
come return to stockholders, is question- 
able, especially if these payments must be 
made in the face of an operating loss of 
considerable duration, or if the money 
must be paid out of borrowed capital. 
Most substantial holders of copper securi- 
ties have discounted present conditions by 
selling their stocks soon after the decline 
began, and switching into investment 
bonds that are not likely to fall so far, 
and with the intention of ultimately buy- 
ing back their copper shares at lower 
levels. Of course, many insiders who are 
interested in directing the operating poli- 
cies of a large producer, must retain 
enough of their shares to insure the con- 
trol of their enterprise, but beyond this, 
it is fair to assume that they would be 
good enough business men to reduce their 
certain loss by switching temporarily into 
some other class of security, as there 
would be nothing to gain by keeping funds 
tied up in unproductive shares which 
could be dropped and repurchased at a 
lower level. 

The question might be asked “who is 
so accommodating as to hold these shares 
during a sag in the quotations?” and the 
answer is, that the unthinking public does 
it, particularly those people who act im- 
pulsively, and simply with the desire to 
buy something on its past reputation, and 
without any investigation of the present 
physical condition of the property behind 
the shares, or industrial influences that 
may affect the disposal of its product. 
Again, there is the un-analytical investor 
who buys for what he calls the “long 
pull,” and with the argument that he can 
afford to wait until the shares rise again 
to the level where they belong. But this 
long-pull-investor argument loses weight 
if there is danger that the companies may 
pass their dividends as well as being 
forced to conduct aperaticns under con- 
ditions which result in the depreciation 
of their shares. In general, the buyers 
of copper shares during the past six 
months are those who do not read THE 
MAGAZINE oF WALL Street, and develop 
the habit of analytical study of securities 
that makes consistent investors and 
traders. 

The rapid decline in the average price 
of leading copper shares during the past 
year, as compared to the average price of 
a group of leading industrial or railroad 
bonds, bears out the argument which we 
have often made in the columns of this 
publication, that it is a mistake to as- 
sume that the conservative investor should 
not indulge in trading. Is it not the most 
sensible course imaginable for an investor 
who has held coppers for investment yield, 
to switch out of them when he sees that 
his investment is in jeopardy during a 
period of depression? Such a depression 
might be most severe in its effect in the 
very industry in which he has invested his 
funds, just as it is at this time in the cop- 
per industry. Is it not more logical for 
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him, as soon as he observes the trend of 
affairs, and sees that his favored shares 
are about to be unproductive for a con- 
siderable period, and then possibly return 
to an investment footing, to make a de- 
cision to sell, even with a small loss? 
Why should he carry a load of sagging 
and unproductive securities across the 
gulch of depression, descending a steep 
slope on one side, crossing the bottom 
of a chasm of unknown width, and climb- 
ing the hill on the other side, when it is 
just as easy to get off near the brink of 
the chasm, and ride across on a strong 
suspension bridge in the form of a good 
bond or preferred stock, which may sag 
a little, or even reach the other side at a 
lower level, but eventually meet his fav- 
ored securities coming up the other side? 
When the next period of prosperity be- 
gins he can repurchase the same stock 
that he formerly sold, and have the full 
advantage of its speculative possibilities. 
Furthermore, he holds the: carrying 
charges in his pocket, for he has received 
interest on bonds, or dividends on pre- 
ferred stock, instead of pocketing the 
losses represented by passed dividends. 
The present situation in coppers serves 
to illustrate the fact that no matter how 
willing a man may be to take a long pull 














PRICE RANGE AND DIVIDEND YIELDS 
OF BIG COPPER PRODUCERS 
--1920 Range—, —Dividend—, 
High Low Amt. Yield 
Anaconda ... 66% 30 0 0 
Cal, & Ariz.. 69 40 4 10.0 
Cer, de Pasco 61% 244 4 16.3 
Chile ....... 21% 7™ 0 0 
GD ccsoces 41% 16% 0 0 
Greene Can.. 38% 15 0 0 
Inspiration . 61% 21 0 0 
Kennecott .. 38% 14% 2 13.7 
Miami ...... 26 14% 2 14,1 
Nev. Cons 17% 0 0 
St eatnoewe 263, 10 1 10.0 
Shattuck ... 13 45, 0 0 
es. ecchese 803, 44), 6 13.6 
| AS @R.. 7 29% 2 6.7 
| U.S.S.R,&M, 76 29% 2 6.6 

















position on his securities, even including 
some substantial coppers, a point is al- 
ways reached in a declining market when 
he must make a decision to take a small 
loss, and switch into something else, or 
take a big loss and hold it patiently with 
or without carrying charges, unti] such 
time as it is partly wiped out by another 
big upward trend. A decision too long 
postponed loses its value; for example, 
now is the wrong time to sell copper 
shares with any idea of gaining a specu- 
lative advantage, for the bottom of the 
decline may be at hand. It is no longer 
a question of making a decision as to 
whether selling will stop a loss, for per- 
haps all possible loss due to a fall in quo- 
tational price has been taken, but at the 
present time it is more a question as to 
how long the price will stay down, and 
how long an unproductive stock must be 
held, or how soon future prosperity in 
the copper industry will be discounted. 

The accompanying table shows the re- 
cent status of the leading coppers. Ameri- 
can Smelting and U. S. Smelting have 
been included for comparison. 

Conclusion 
The holder of copper shares at the 


present time, and especially one who has 
carried them down through the recent 


severe decline, will say, “this is all very 
fine theory, but it does not offer me any 
definite relief in my present situation; 
what, if anything, can F do to better my 
position?” He is quite right, for there 
is little advantage to be gained in switch- 
ing to a bond after all or most of the loss 
on his copper stocks has been taken. 
Moreover, it is the worst possible time to 
sell a perfectly good speculative issue 
when it is near the bottom; this is exactly 
what the average Wall Street lamb does in 
order to transfer his money over to the 
careful professional trader. No switch 
of securities is justified unless it serves 
to better his position. Therefore, the fac- 
tors he must consider are those which 
have a bearing on the relative desirability 
of different securities that are in the same 
general class with those he holds. 

For example, it would be logical to 
switch from a stock which might soon 
pass its dividend, because it is producing 
copper at a loss, like Miami and Ray, into 
one that is likely to maintain its dividend, 
at least as long as it can dispose of its 
product, because its cost of production is 
well within the selling price of the metal, 
like Calumet & Arizona, or Kennecott, or 
into a security of a company engaged in 
more diversified enterprises, or dealing ina 
variety of metals, and not at the mercy of 
the market price or demand for any one 
of them alone, like American Smelting. 
Anaconda has passed its dividend, and 
American Smelting has cut its dividend to 
$2 a share, yielding about 6.7%. Both 
will be such attractive investment issues 
eventually, as well as speculative certain- 
ties, that it does not seem wise to sell 
them now. The same may be said of 
Utah, which may cut its dividend before 
the present depression is over. 


The Industrials 


All the evils of a precipitate decline in 
prices have struck the industrial corpora- 
tions amidships and the important con- 
sideration at present is to find out which 
companies have been weakened by existing 
conditions or are otherwise in an unsatis- 
factory position, and to exchange one’s 
holdings into more soundly and favorably 
situated organizations. 

AMERICAN WooLeN-CONTINENTAL CAN. 
—The outlook for the woolen industry is 
decidedly unfavorable. The stock of wool 
on hand in this country is the largest ever, 
with the possible exception of last year. 
In addition to this the supply on hand in 
England, France, and Belgium is enor- 
mous, as net imports to these countries 
this year ran as high as the pre-war years 
and consumption was very small. With- 
out a heavy duty on imports there are sure 
to be heavy shipments of wool into this 
country. The existing foreign exchange 
rates will also continue to have a de- 
pressing effect on the woolen market. 

The American Woolen Co. will appar- 
ently have a rough road to travel. The 
company’s record prior to the war is not 
a very imposing one. In 1913 and 1914 
the company failed to earn sufficient to 
cover its preferred dividends. The great 
prosperity of the last few years was due 
to the abnormal conditions which existed, 
but these conditions are now over. 

The canning industry is a well estab- 



















lished and essential line of business and 
the outlook for the industry is decidedly 
bright. One of the leading and strongest 
companies is the Continental Can Co. The 
company controls a large percentage of 
its raw material through ownership of 
The Standard Tin Plate Co. Continental 
Can has fully demonstrated its ability to 
sustain earnings on its common stock un- 
der varying conditions since incorporation 
in 1913. The demand for canned foods is 
always large and approximately 75% of 
the company’s output is used for this pur- 
pose. 

The capitalization of the company is ex- 
tremely conservative. There is no funded 
debt, and only $4,510,000 of 7% preferred 
stock ahead of the common shares. Earn- 
ings have amounted to over twice the 7% 
dividend requirements on the presént out- 
standing common stock since 1916. 

The Continental Can Co. common divi- 
dend is more adequately secured than 
American Woolen, and the speculative 
possibilities considerably better. Both 
American Woolen and Continental Can 
are selling around $57 a share and paying 
7% dividends. The switch therefore in- 
volves no change in income or yield. 

Prerce-Arrow-GENERAL Motors. — The 
earnings of the Pierce-Arrow Co. have 
been declining steadily since 1916. Manu- 
facturing expenses have been mounting 
much more rapidly than sales. In 1916 
the preferred dividend requirement was 
earned five times over, in 1919 three times 
over, and for the first nine months of 
1920, 2.2 times over. The real trouble 
seems to lie in the diminishing profit per 
car without any substantial increase in 
production. While this preferred dividend 
is probably not actually in doubt, an ex- 
change can be made to advantage. 

The General Motors Corpn., which con- 
trols such companies as Cadillac, Buick, 
Chevrolet, and one of the largest truck 
companies in the country, has enjoyed an 
enormous increase in net earnings since 
1916, actually over 108%, and has suffered 
less from the present business depression 
than Pierce-Arrow. Both the Cadillac 
and Buick cars rank among the most 
popular, and the sales of these two com- 
panies have increased enormously in recent 
years. 

On the basis of the present capitalization 
of the company the dividend requirement 
on the outstanding 7% debenture stock 
was earned 48 times over in 1916, 10 
times over in 1919, and for the first six 
months of 1920 5.8 times over. 

The debenture stock is well secured as 
to assets and the financial position of the 
company is strong. The stock ranks 
equally with the 6% debenture and 6% 
preferred stocks of the company. There is 
no fanded debt ahead of these issues. The 
7% debenture stock and the 8% preferred 
stock of the Pierce-Arrow Co. are both 
selling around $70 a share, and the switch 
from the latter to the former will no doubt 
prove wise, in spite of the secrificing of 
1% in dividends for the present. 

Cusa Cane Sucar-Carirornia Pack- 
ING.—With the sugar market in a very 
demoralized condition, sugar selling at 
pre-war levels, a large stock already ac- 
cumulatéd, and the new crop coming into 
the market in the near future, the sugar 
companies, especially the Cuban compa- 
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nies, where the situation is very critical, 
are going to find it difficult to make both 
ends meet in the coming year. The profits, 
if any, will be small, and we believe that it 
would be an excellent precaution for 
stockholders of the Cuba Cane Sugar Co. 
7% preferred stock to exchange their 
holdings to the 6% common stock of the 
California Packing Corpn., the outlook 
for which is decidedly bright. 

The growth of the California Packing 
Corpn., since its incorporation in 1916, has 
been steady and substantial. The packing 
industry is an essential one, and we believe 
the large demand for canned fruits and 
vegetables in recent years will be fully 
sustained. The company’s brands are 
highly popular and well known throughout 
the country—the Del Monte trade-mark 
is a household word. 

In the early part of 1920, 92% of the 
outstanding preferred stock was converted 
inte common and the balance was re- 
deemed at $115 a share. The company has 
no funded debt, the 472,010 shares of com- 
mon stock representing the entire capi- 
talization of California Packing. On the 
basis of this capitalization the company 
earned over $15.25 per share in 1919; $8 
per share in 1918; $13 per share in 1917; 
and $7.85 per share in 1916. Earnings for 
1920 will be in excess of last year accord- 
ing to all indications. 

In view of the very unfavorable out- 
look for the sugar industry as compared 
with the excellent prospects and strong 
position of the common stock of the Cali- 
fornia Packing Corpn., we believe that a 
switch from the Cuba Cane Co. to the 
latter would prove a profitable operation. 

Latest quotations on the securities of 
the two companies show them both sell- 
ing at about $58 a share. 

ConsotipaTep Cicar-U. S. RusBer.— 
The Consolidated Cigar Co. was. incor- 
porated on May 13, 1919, and is engaged 
in the business of growing, curing, buy- 
ing, and selling tobacco. The company, 
starting operations at the height of gen- 
eral business prosperity, and the highest 
prices that ever existed for tobacco, re- 
ported earnings, for the seven months of 
operation in 1919, of approximately $3 
per share on the present outstanding com- 
mon stock. The combined earnings of 
the companies incorporated into the Con- 
solidated Cigar Co., for the previous 
three years, amounted to $2.25 per share 
in 1918, $3 per share in 1917, and $4.55 
per share in 1916. For the first nine 

months of operation for 1920 the company 
earned over $10.50 per share of common 
stock. In*November, 1920, a stock divi- 
dend of 15% was declared, which in- 
creased the outstanding common stock 
from 90,000 to 103,500 shares. The divi- 
dend on the common stock was also in- 
creased from $6 to $7 per annum. The 
company’s growth appears satisfactory, 
but it has not yet had to stand the test of 
a period of depression. For that reason 
the maintenance of the present dividend 
rate seems open to some question and we 
would prefer to make an exchange. Such 
an exchange could be consummated by 
buying U. S. Rubber Co. common stock. 
This stock pays 8%, and the company has 
fully earned this dividend over a period 
of eight years. The heavy depression in 
the rubber industry and the precipitate 


decline of this commodity from over 55c 
to 17c a pound make it possible to pro- 
cure this stock at the lowest price it has 
sold at in years. 

U. S. Rubber is now quoted around $55 
a share, at which price it yields over 
14.5%* and Consolidated Cigar is selling 
around $53 a share and yields 13.2%. 

AMERICAN Hive & LeaTHER-WorTHING- 
Ton Pump.—Earnings of the American 
Hide & Leather Co., with the exception of 
the two abnormally prosperous years— 
1918 and 1919, and the years 1916 and 
1917—have never shown any substantial 
margin of safety for the preferred stock. 
In fact, in the entire period from 1900 to 
1916 the only years in which the company 
earned sufficient to cover its preferred 
dividend was in 1909 and 1915. At pres- 
ent there is about 11234% of accumulated 
dividends on the preferred stock. In the 
first quarter of the fiscal year, which will 
end June 30, 1924, the company reported 
a deficit, befcre charges on preferred 
stock, of $1,392,574, the worst quarter in 
the history of the company. The com- 
pany has retired all of its funded debt, 
but even this factor fails to make the 
stock attractive at the present time. 

On the other hand the affairs of the 
Worthington Pump & Machinery Co. are 
in an excellent condition. Since the com- 
pany took over the business of the Inter- 
national Steam Pump Co. in 1916 it has 
shown a substantial earning power for its 
common stock. The company inaugurated 
dividends on this class of stock at the rate 
of 6% per annum in April, 1920. While 
earnings for 1920 will not be as large as 
in 1919, they will amount to more than 
twice the dividend requirements on the 
common stock. The company’s orders for 
the first nine months of 1920 were more 
than $10,000,000 ahead of orders for the 
same period of 1919. Worthington has 
sufficient orders on its books to keep the 
company going well into 1921. 

Both American Hide & Leather and 
Worthington Pump are selling around $39 
a share. In buying the latter you are 
switching to a security on which the divi- 
dend is well secured and the speculative 
possibilities are bright, whereas the con- 
tinuance of the preferred dividend of Hide 
& Leather seems very doubtful. 





RETAIL LIQUIDATION WILL END 
WITHIN THREE WEEKS 
Vice-President Johnson, Chgo. & North- 
western, Expects New Buying Soon 

Chicago—Vice-President Johnson of 
the Chicago & Northwestern Railway Co. 
says: 

“A score or more of our agents in 
mountain and Pacific states recently can- 
vassed their respective territories and 
have just concluded a joint conference in 
Salt Lake City. All agreed that the time 
for business improvement is near, believ- 
ing that another three weeks will see liqui- 
dation of retailers practically complete. 
All merchants report stocks reduced and 
their intention of buying soon. A similar 
situation exists all over the country. There 
is considerable liquidation of grain as a 
result of better prices. General freight 
traffic is still light compared with a year 
ago. Passenger business is fair.” 
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General Asphalt Company 








Genasco’s Prospects Linked With Construction Business 


Latent Road-Building and House Construction, If Undertaken, Will Re-establish Company’s 


TS use of asphalt in recent years has 
increased very materially, especially 

in connection with the construction of 
roads and pavements. 

The most important use for asphalt is 
in the paving industry, and here two meth- 
ods of application are employed, namely, 
asphalt block paving, in which blocks of 
asphalt composition are first manufac- 
tured, and sheet asphalt, in which the 
asphalt composition is spread and rolled 
so as to form large continuous sheets. 

In addition to the paying industry, there 
are numerous other uses for asphalt and 
asphaltic compounds. The purest varie- 
ties of asphalt are used to a great extent 
in the manufacture of asphalt varnish, and 
insulating paints are made from extracted 
bitumens of asphalt mixed with various 
substances so as to produce a hard product 
corresponding to ebonite. 

Another use which gives great promise 
is the saturating of felt with a mixture 
of refined asphalt and some petroleum 
residuum. Asphalt felting has a distinct 
advantage over coal-tar felting in that it 
is not rendered brittle by heat or age. 

The consumption of asphalt and asphaltic 
materials in the United States is rapidly 
growing and an increasing export trade 
has developed. 

Asphalt Paving First Used in 1870 


In 1870 the first sheet asphalt pavement 
in this country was laid in Newark, N. J. 
Prior to that date coal-tar had been used 
as the cementing material, but with little 
success. 

The term “asphalt” is more specifically 
employed to include the purer forms of 
hard and soft bitumen. Sandstones and 
limestones impregnated with bitumen or 
asphalt are known as bituminous rock and 


Position—Its Divergent Interests 


By J. L. CHEATHAM 


are exactly alike, and the life of the pave- 
ment depends upon the crude bitumen used, 
the skill in its manufacture into bituminous 
cement, the proper proportioning and mix- 
ing of the cement with the sand and in 
the selection of the mineral aggregate. 
The importation of asphalt into the 
United States is chiefly from the island of 
Trinidad off the coast of Venezuela, and 
from Venezuela itself. Asphalt deposits 
have been found in many widely separated 
areas in this country, but commercial pro- 
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duction is confined to a few localities in 
six states and in the Philippine Islands. 
As early as 1879, asphalt found in south- 
ern California was laid in San Francisco. 
Other beds of a nearly pure, viscous bi- 
tumen, which does not require a softening 
agent or flux, nor the mixture of other 
bituminous material to make it of the 


for the first time exceeded the combined 
output of the natural varieties by a margin 
of over 52,000 tons. In late years Mexi- 
can oil has proved a strong competitor 
with our domestic materials, the asphalt 
produced from ‘Such oils running into 
large proportions. At the outbreak of the 
World War, there were 44 plants in the 
United States used in the manufacture of 
this artificial agphalt. 
General Asphalt and Subsidiaries 

The General Asphalt Company was in- 
corporated in 1903 under the laws of New 
Jersey as successor to the National As- 
phalt Company, which passed into the 
hands of receivers in 1901. The company 
controls the following corporations and 
through them, as subsidiaries, it conducts 
practically its entire business: The Bar- 
ber Asphalt Paving Company; The New 
Trinidad Lake Asphalt Company, Ltd.; 
New York & Bermudez Company; The 
Uintah Railway Company, and The Trini- 
dad Lake Petroleum Company, Ltd. The 
largest part of the total business is con- 
ducted by the first three companies named. 

At Maurers, N. J., the Barber Asphalt 
Paving Company operates the largest fac- 
tory in the world for refining asphalt and 
for manufacturing asphaltic products. 
The plant has up-to-date equipment and 
has facilities there for manufacturing all 
its various products. The entire plant 
covers over 186 acres of ground with 
more than nine miles of railroad tracks. 
There were facilities for storing 30,000 
tons of crude asphalt, 75,000 tons of re- 
fined asphalt and 100,000 barrels of oils 
and fluxes. The recent fire at the plant 
destroyed considerable property, which 
has been estimated at from $2,000,000 to 
$3,000,000. To rebuild and replace the 
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of this material 

which had been laid at a cost of about 
$110,000,000. These pavements are fre- 
quently called bituminous pavements, inas- 
much as bitumen is the largest constituent 
of the asphalt. 

Asphalt is manufactured into a cement 
by mixing it with other forms of bitumen 
and this cement is in turn used to bind 
together particles of sand and limestone in 
the asphalt pavement. No two asphalts 
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proper consistency for paving, were found 
in California. 

Within the past few years, manufactured 
or oil asphalt has become an increasingly 
important part of the industry in the 
United States and several countries of 
Europe. In this country it is manufac- 
tured from certain grades of crude pe- 
troleum found in several localities. In 
1907 the output of this artificial product 


not affected by the 
fire. Tracks of two railroad systems connect 
the refinery with the asphalt plant and 
with the waterfront. Pipe lines laid un- 
derground constitute the distributing sys- 
tem and numerous stills, tanks, etc., pro- 
vide ample facilities for refining and stor- 
ing its products. 

The company owns, through United 
States patents, large deposits of high-grade 
asphalt, commercially known as “gilsonite” 
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PITCH LAKE ON TRINIDAD ISLAND 







Covering an area of about 114 acres with a depth of 135 feet in places, 140,000 tons of crude asphalt were shipped last year. 


in the state of Utah. In grder to develop 

these deposits the Uintah Railway Com- 

pany was built by the Barber Asphalt 

Paving Company out of funds in its own 

treasury. 

The Trinidad Properties 

The parent company owns the New 
Trinidad Lake Asphalt Company, Ltd., 
which has title to the concession from the 
British Government to the Pitch Lake in 
the Island of Trinidad. Under the con- 
cession which expires in 1930, the company 
has exclusive right to remove and ship 
crude asphalt from the deposit. The com- 
pany also independently operates deposits 
on lands not belonging to the Crown, but 
which were acquired by purchase. 

This island of Trinidad is the largest 
producer of asphalt in the world, the chief 
source of supply being a “lake of pitch.” 
The lake lies 138 feet above sea level and 
has an area of about 114 acres with a 
depth at the center of approximately 135 
feet. Shipments of this lake pitch aver- 
age over 140,000 tons. a year and the sup- 
ply is partly renewed by a constant flow 
of about 20,000 tons per year of soft pitch 
into the center of the lake from subter- 
ranean sources. 

Distinct from the lake pitch is what is 
known as “land pitch,” or the overflow 
in past times from this lake and other 
deposits of similar nature. Careful anal- 
ysis of samples of asphalt taken from dif- 
ferent parts of Pitch Lake, from deposits 
outside the lake and from the district of 
La Brea, show that these asphalts are so 
similar in composition that for all practi- 
cal purposes they may be considered as 
identical in quality. It is true there is a 
difference in the crude materials in these 
asphalts; some are softer than others be- 
cause they contain more of the volatile 
oils. Nature simply began on the asphalt 
outside of the lake, it being more exposed 
to the rays of the tropical sun which 
drove off the volatile oils—a necessary 
accomplishment to make the material fit 
for paving purposes. It would thus ap- 
pear that part of the labor of refining 
has been done on the land or overflow 
asphalt which remains to be done with 
the lake asphalt. 

Trinidad Pitch Lake has furnished over 
85% of the asphalt used in the United 
States. The water is evaporated in refin- 
ing and the residue which is approxi- 
mately one-third clay and two-thirds hard 
asphalt requires the mixture of some flux 
or softening agent to give the proper 
consistency for paving operations. The 
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surface of the lake is in constant motion 
and gradually lowers as the asphalt is 
removed. 

Refined asphalt is shipped from Trini- 
dad to Mexico, South America and other 
foreign countries, but owing to the very 
high duty on refined asphalt coming into 
the United States it is cheaper to refine 
here. 

The New Trinidad Lake Asphalt Com- 
pany, Ltd., also owns in fee and leases 
to the Trinidad Lake Petroleum Com- 
pany, Ltd., over 3,000 acres of petroleum 
lands in Trinidad. A subsidiary of this 
latter company also controls and oper- 
ates 2,000 acres of oil lands from the 
Trinidad Government. 


The Venezuela Properties 
_ In 1892 the New York & Bermudez 
Company, a subsidiary of the General 
Asphalt Company, began the importation 








Photo by Brown Bros. 


BREAKING OUT THE ASPHALT 
The pitk is used to break out the rough 
pieces, which are transported in baskets 

to the loading cars. 


of a very pure and hard asphalt from a 
deposit in Bermudez, Venezuela, under a 
mining title grant for a term of 99 years. 

This Bermudez Asphalt Lake covers 
an area of about 1,000 acres and lies some 
20 miles from the Gulf of Paria. There 
are many springs of soft asphalt, the 
largest being about seven acres in area. 
Outside of the springs, the surface of the 
lake is covered with vegetation and trees 
which must first be removed to reach the 
asphalt. The quality of the asphalt varies 
from liquid asphalt to hard glance pitch. 
This crude asphalt is softer and more 
brittle than Trinidad crude but possesses 


all the essential cementitious qualities. 

Another venture of General Asphalt 
which holds forth bright prospects, is its 
association with the Caribbean Petroleum 
Company, which owns rights on over 325,- 
000 acres of land in Venezuela. General 
Asphalt has a substantial stock interest 
in this company and is associated in this 
enterprise with the Royal Dutch-Shell 
group, which connection provides facil- 
ities for marketing the production. 


Company Expanding Newer Fields 

The General Asphalt Company has been 
withdrawing from the business of con- 
tracting for and laying pavements. It has 
discarded many of its paving plants and 
changed its business from paving during 
eight months of the year to a producing, 
manufacturing and selling corporation en- 
gaged in all-year-round business. As much 
or more paving is still being done each 
year with the company’s products, but by 
its customers instead of by the company 
itself. During this withdrawing process, 
paving, which used to be two-thirds of 
the yearly program, was reduced to 10% 
in 1916 and to 3% in 1919; while $2,000,- 
000 of paving plants were written off. 

In addition to the production of asphalt, 
the company manufactures a number of 
other products such as roofing, flooring 
felt, caulking compound, asphalt paint, 
mineral rubber, waterproofing saturation 
for canvas, etc. 

On December 7, 1920, the shareholders 
authorized an issue of $4,000,000 8% 10- 
year sinking fund convertible bonds, and 
also an increase in the authorized common 
stock by $4,000,000 to provide for the con- 
version of these bonds. Exclusive of this 
proposed issue of bonds, the company has 
an outstanding funded debt of $2,418,038 
which includes collateral loans and bonds 
of underlying companies. The outstand- 
ing stock consists of $7,541,100 cumulative 
5% preferred and $19,617,400 common 
stock. 

The preferred stock has preference as 
to assets as well as to cumulative divi- 
dends, and is subject to redemption at 
any time at the company’s option upon 
90 days’ notice at 110 and accrued divi- 
dends. This preferred is convertible into 
common stock at the option of the holder 
in the ratio of $150 in common for each 
$100 of preferred stock. 

Both the common and the preferred 
stocks of this company were listed on the 
New York Stock Exchange in 1920, previ- 

(Continued on page 355) 
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HE Hendee Manufacturing Company, 

maker of the famous Indian motor- 

cycle, has found the past five years 
pretty rough going. 

Production of the company during the 
period has been practically stationary, 
sales have enjoyed no great increase, and 
expenses have mounted rapidly enough to 
force increases in the price of the prod- 
uct. Today the standard Indian motor- 
cycle costs just $40 more than a Ford car, 
and as a result of this Hendee will find 
a new competitor in the market. Of 
course it costs considerably more to 
maintain a Ford than it does a motor- 
cycle, but nevertheless there will be a 
great number of people who will be 
tempted to buy a Ford when they can 
procure it for less. money than a 
motorcycle. 

The recent price increase was $50 on 
each machine, so that the cheapest ma- 
chine produced by the company sells for 
$440, while the purchaser must pay $480 
for the standard make. Other motor- 
cycle producers have found it necessary 
to raise their prices also; the Henderson 
machine has advanced about $40 in price 
and the Harley-Davidson 1921 model costs 








$90 more than the 1920 model. 

That the motorcycle industry as a whole 
is not thriving, is evident from the chart 
herewith, showing the production of five 
leading motorcycle companies, together 
with their total output (85% of the total 
production of the motorcycle industry) 
since 1915. The total output increased 
less than 10% from 1915 to 1919. 


Two Redeeming Features 


There are two redeeming features, how- 
ever, which make the motorcycle outlook 
less discouraging. These are the increased 
demand for side cars over pre-war years 
and the fast growing export trade. 

The orders from the War Department 
for side cars during the war, no doubt, 
were responsible for the large outputs of 
1918 and 1919, while the estimated produc- 
tion for 1920 is nearer the normal demand. 
Side cars are being used more and more 
for commercial purposes, especially in the 
towns and smaller cities of the middle 
and far west. They are better adapted 
to rough roads than automobiles, and, as 
in the case of mail carriers, are more sat- 
isfactory than the old “horse and buggy 
system. 

American motorcycles are in great de- 
mand across the ocean, and in 1920, when 
exports in most other industries showed 
a decided falling off, motorcycle ship- 
mefits broke all records. The export 
business of the industry is now approxi- 
mately one-fourth of production. Dur- 
ing the first eight months of 1920, 24,- 
738 machines were exported, establish- 
ing a new record. As the total pro- 
duction in 1919 was about 60,000 ma- 
chines, this would indicate an export 
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Demand Helps Situation 
By H. L. WARNER 
trade of over 50% of the production. 
The Hendee Company, which makes 


one-third of the motorcycles produced 
in this country, probably exported 
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HENDEE MFG. CO.—PRODUCTION. 
Motor- % Increase Side % Increase 
cycles Over1916 Cars Over 1915 

1915 21,170 —- 8,196 =_ 

1916 22,148 4.6 8,753 17.4 

1917 20,462 3.3 5,593 76. 

1918 $1,009 3.2 18,840 817.4 

1919 21,48 12 12,972 300.6 

1920° 25,000 18,1 7,600 184.7 
*Estimated. 























about 11,000 machines in 1919, or over 
half of its production. 


History of the Company 


The Hendee Manufacturing Co., which 
has been twice reorganized since its incep- 
tion in 1901, was incorporated in its pres- 





Motorcycle Industry Hampered by High Costs 


Leader“in the Field Forced to Raise Price of Machine Above That for Ford Cars — Export 


ent form in October, 1913, for the pur- 
pose of manufacturing motorcycles, side- 
cars, parts and accessories. A total of 
$2,500,000 preferred stock and $10,000,000 
common stock was authorized and issued, 
but $1,500,000 of the preferred has since 
been retired. For the last four years the 
company has had a sinking fund in oper- 
ation calling for the setting aside from 
surplus or earnings each year of $150,000 
for the redemption of preferred stock, but 
it has been decided to discontinue the sink- 
ing fund and not retire any more of the 
stock. 

Hendee’s chief subsidiary is the Harley 
Company, which operates foundry and 
drop forging plants. This company for 
the last five years has averaged net earn- 
ings of about $125,000 a year. It paid 
dividends on the preferred stock in 1917, 
1918 and 1919, but has paid no dividends 
in 1920, when a deficit of $226,000 oc- 
curred. The company values its good will 
at $600,000. 

For the five years ending August 31, 
1920, the Hendee Company earned an 
average of $4.40 on the common stock. 
As there is no funded or floating debt, 
the only requirement ahead of the com- 
mon stock is the annual dividend of 
$70,000 on the 10,000 shares of preferred 
stock outstanding. 

In 1920 the earnings per share of com- 
mon stock amounted to $6.50, and there 
has been talk of the stock being put on 
a dividend paying basis. This action, 
however, does not seem warranted, in 
view of the uncertain outlook for the 
industry. 

The company has been writing down 
its good will, having reduced it thus far 
from $8,300,000 in 1917 to $5,000,000 in 
1920. In 1920, $1,000,000 reduction was 


made in good will. 


Sales in 1920 


The total sales for 1920 amounted to 
$9,055,357, as compared with $10,815,840 
for 1919, while costs of goods and ex- 
penses in 1920 were 91.7% of sales, as 
against 86.6% in 1919. In 1914 the oper- 
ating cost was only 47%. Thus it appears 
that expenses are increasing more rap- 
idly than sales. In essential industries 
it has been possible to keep raising 
prices as expenses have mounted, but 
this has not been possible in the motor- 
cycle business. Prices have increased 
considerably since 1916, but nothing like 
the proportion in which costs have 
mounted, and the point has already 
been reached where the price of a mo- 
torcycle makes it an expensive luxury 
and puts it on the same plane as a cheap 
automobile. 

On August 31, 1920, the net working 
capital of the company amounted to about 
$4,035,000, or $40.35 a share of common 
stock. This figure included $3,622,000 of 

(Continued on page 362) 
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INVESTMENT ANI 


The Magazine of Wall Street is pleased to inform its readers 
of an important change in its Investment Letter. The new method 
of presenting advices on the trend and position of the stock market 
makes it the most desirable and valuable form that has ever been 
used in connection with the publication of any service. 


WHAT THIS SERVICE CONTAINS FOR THE INVESTOR 


Presents the conclusion of 
our analysis of the various 
factors that regulate the 
fluctuation of security values. Realizing that 
after determining intrinsic value, the trend is the 
most essential single factor to be considered, we 
have made it the most important and carefully 
prepared feature of our service. 


This department presents 
the trend of bond prices of- 
fering opportunities for the 
investor for income to also profit by price ap- 
preciation. 


Trend of 
Security Values 


Bonds 


Recommendations of bonds 
are divided into two classi- 
fications, one for the man 
who wants to invest for income, and one for the 
investor for profit. By listing the securities and 
telling the basis of our recommendations an in- 
vestor knows what to buy and why. 


Stocks 


A graphic representation of 
the facts enable the reader 
to determine the trend of the 
market at a glance. Each issue of the service 
will also contain an up-to-date graph giving an 
average of 25 rails and 25 industrials, and the 50 
stocks as well as the trend of Bond Prices. 


Graphs 





Definite advice recommend- 
ing the particular securities 
which may be purchased for 
income with good possibilities for advance. The 
element of safety is the first consideration in 
making our selection. 


Investments 
For Income 


Specific recommendations of 


3 <% securities that offer large op- 
portunities for an advance in 
price. This is not a speculative department, 


neither is it purely investment. It is Specvest- 
ment. Many times the cost of the service may 
be earned by a single recommendation in this de- 
partment. 


We run this department so 
that subscribers may be kept 
informed of the changing 
situation in regard to our previous recommenda- 
tions. You can see by this that our responsibility 
does not end with the recommendation, in fact 
we record and keep you informed while the se- 
curity is being held. Further and most import- 
ant, we tell you the time to sell. 


Notes on Previous 
Recommendations 


The conclusions of our 
analysis of business condi- 
tions as they exist in all in- 
dustries. Success in your business depends upon 


Business 


Outlook 


THIS SERVICE IS UNIQUE 


This service will give reliable information on the trend of the Bond and 
Stock Market, commodity prices, money and credit, foreign trade and business 
conditions, together with definite conclusions as to the future. 


We are endeavoring to make this service accurate,-concise and easily 
understood. We believe it will be the most valuable service of its kind ever 


offered to anyone. 
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BUSINESS SERVICE 


' Our new Investment and Business Service has been started as 
a result of hundreds of requests from our friends and subscribers 
for a comprehensive service so compact as to give in a few minutes’ 
reading the important conclusions so necessary in the conduct of 
successful investment and business. 
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HOW THIS SERVICE HELPS THE BUSINESS MAN 


your judgment of the present and future outlook 
of general business owing to the inter-relation of 
one industry to another. This information will 
guide you in the future policy of your own busi- 
ness. 

Supplementing the general 
free ‘ business outlook, this depart- 

ment indicates the present 
and future trend in individual industries such as 
steels, motors, rails, coppers, oils and equipments. 
Suggestions worth thousands of dollars to you 
may be found in this department. 


A carefully compiled digest 
of business and financial con- 
ditions throughout the 
world. The direct bearing of foreign trade on 
the prosperity of the business of this country re- 
quires that you be thoroughly familiar with the 


Foreign 
Trade 





ever changing financial and business conditions 
throughout the world. 

Keeps you posted on the 
very latest developments, 
money rates, credit condi- 
As a busi- 


Money, Credit 
and Banking 


tions and general banking situation. 
ness man you must know these vital factors. 
The recent deflation in com- 
modity prices necessitating 
severe losses perhaps best 
illustrates the necessity for knowing the trend of 
the raw materials. 


Commodity 
Prices 


Charts showing at a glance 
the balance of foreign trade, 
money, commodity prices 
and raw materials enable the reader to appreciate 
the existing conditions. Thus the man who runs 


Graphs 


may read. 


The common sense value of this service must appeal to 
you as a business man and investor. To get the benefit of our 
work, send your subscription in at once. 


SUBSCRIPTION PRICE $100.00 PER YEAR 


42 BROADWAY 


@MAGAZINE 
@WALL STREET 





NEW YORK CITY 


enecccerccceacennnenenassceeesJSE THIS COUPON--ocsccccccccccccccnccececcnee 


THE MAGAZINE OF WALL STREET 


42 Broadway, New York. 


Gentlemen: Enclosed find my check for $100.00 for your New Investment and Business 
Service to be sent me once a week for an entire year beginning with the first issue (January 6). 
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Building Your Future Income 


Fourteen Obstacles to Successful Investing: No. 12— Looking Backward 


W' don’t know why salt was selected 
as the particular commodity into 
which Lot’s wife should be turned, 

unless it was to indicate that she had been 
too fresh in looking backward; but we 
do know that if all investors who make 
the mistake of looking backward were to 
be turned into salt, there would be a 
break in the salt market from oversupply. 
We have been repeatedly assured that 
the mill can never grind again with the 
water that has passed. But the average 
investor is constantly trying to grind again 
with earnings and business conditions that 


are past. 
* o * 


AKE the late lamented case of New 
York, New Haven & Hartford. For 
years its dividends were earned by a slen- 
der margin while the condition of the road 
and its equipment was constantly running 
down. 

In the meantime the stock sold at high 
Its certificates 
were hidden away in the strong boxes of 
thousands of conservative descendants 
of the Puritans. 

The railroad had almost the ancient and 
honorable standing of those ten thousand 
or more carloads of furniture that came 
over in the Mayflower. 

Perhaps some of these stockholders were 
merely so busy looking up their genealogy 
that they forgot to notice the decadence 
of New Haven. But more of them were 
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prices—on its past record. 


looking backward in the investment sense. 

They were relying upon New Haven’s 
past; but it had to earn next year’s divi- 
dends on next year’s business. Its earn- 
ings in 1859 or even in 1909 did not guar- 


antee its income in 1910. 
* + * 


NVESTORS look backward as regards 
classes of securities, as well as in con- 
sidering the value of individual companies. 
We all know the man who stuck to the 
public utilities through thick and thin— 
mostly thin, of late years. 

Their securities were based on the most 
elemental necessities of the public, he told 
us—light, heat for cooking (and every- 
body had to eat), daily travel to and from 
work, Their earnings had been more 
stable than those of any other class of 
industries, etc., etc. 

His head was turned around so far 
backward that he couldn't see the murky 
cloud of rising costs rising in front of 
him, 

* 7 * 
HERE are styles in securities, just as 
there are in women’s hats. The 
earnest follower of the fashions gets the 
Paris fashion papers and finds out what 
is coming. She aims to catch it just as 
it arrives on our shores. 

By the time the general public begins 
to wear it, she is through with it and 
wearing something else. By the time the 
washlady has it, its first wearer is two or 
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three laps ahead. By the time it gets to 
Muskogee, she has forgotten that it ever 
existed. 

It’s much the same with securities. Some 
years ago the railroads were the fashion. 
Then the public utility holding companies 
came into the limelight. They were fol- 
lowed by industrials, war stocks, oils. 

It was a bad time to buy the rails just 
as the steels were coming into style, and 
a bad time to buy the steels when the 
public was beginning to turn to the oils. 

The investor, quite as much as the busi- 


ness man, needs to catch opportunity by 
the forelock rather than by the tail. 


* * * 


O instead of looking backward at your 
company’s long and respectable his- 
tory, look at its present and as far as 
may be at its future. We all see the 
future as through a glass darkly, but all 
you have to do is to see a litile farther 
ahead than the majority. 

You cannot expect to be the first to see 
an investment style coming, or the first to 
see the trend of a company’s earnings 
change—but you can be amung the first 
half, or in the first division. You can 
look forward, even though you cannot 
see very far. 

There is a way in which it is true that 
we have to judge the future by the past; 
but what we really mean by that is that 
we apply to the future the lessons we kave 
learned from the past. 

That is a very different thing from 
looking backward. 
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Lessons Learned in a Decade of Investing 


Five Pitfalls Encountered in the Process of Building $200 Up to $2,600—The Importance of 


HEN I began my checkered career 

as an investor a little over ten years 

ago, I had saved just $200. That 
was on the first of February, 1909. To- 
day, after a decade of systematic saving, 
and what perhaps might best be described 
as investing and conservative speculation 
pursued in a rather casual way, my ac- 
cumulated capital amounts to about $8,000. 
Of this sum, $5,324 represents the money 
saved out of my salary and out of the 
devidends received over and above in- 
terest charges. The balance of $2,676 
represents the total net profits or capital 
gains derived from the enhancement in 
the market value of my holdings after 
charging off losses on securities which de- 
preciated in market value. 

Had I been able to catch the top of the 
market, or had I followed the practice 
of selling when I had a good profit and 
buying back only after sharp reactions, 
or had 1 paid less attention to the per- 
suasive arguments of professional stock 
salesmen, my capital profits would have 
been vastly more impressive. But like 
most amateur traders I was not infallible, 
and in trying for big profits I failed to 
foresee the pitfalls which a more experi- 
enced trader might have avoided. 

The experience, while costly from the 
point of view of profits lost, has not been 
without value to me in planning for the 
future. 

In making most of my market com- 
mitments, I have looked for both income 
and capital profit. The income takes care 
of the carrying charges, for I have made 
a practice of pledging my securities as 
collateral for bank loans. My first mar- 
ket transaction illustrates my plan of op- 
eration. With. my original $200 and a 
collateral bank loan of $810 at 4%4% in- 
terest, I bought 10 shares of Swift & Co. 
at 101. The note was paid off in small 
quarterly instalments extending over a 
period of three years. On the first of 
February, 1912, I owned the stock out- 
right and had incidentally accomplished 
that most difficult of feats which is sup- 
posed to confront the young investor: I 
had saved my first $1,000. The interest 
charges on my note amounted to about 
$69, and the dividends from the stock 
brought in $210, so there was an income 
profit of $141, which was applied to pay- 
ing off the loan at the bank. 

In August, 1916, I was able to dispose 
of this stock at a profit of $430. 1n about 


six years I had made a handsome profit, . 


but had I held the stock longer, I would 
have come in for the valuable melons 
which Swift & Co. distributed and for 
the stock in the Swift subsidiaries which 
were distributed during the segregation 
process. 

PITFALL No. 1.—I interpreted too 
literally a press dispatch denying emphati- 
cally that there were any developments 
pending to account for the steady rise and 
great strength of Swift stock. The action 
of the stock pointed unmistakably to some 


for JANUARY 8, 1921 


Taking Profits 
By “B. C. M.” 


action favorable to its holders, and I 
should have ignored this statement as 
either spurious or disingenuous and held 
on to my stock. 


The Second Mistake 

My second stock commitment was one 
that only an inexperienced buyer would 
have made, and involved the purchase of 
stock and debenture bonds of the Ameri- 
can Real Estate Company, for which only 
salesmanship could make a market. Even 
months before the crash came there was 
no market for the stock and bonds. These 
securities were sold to small buyers by 
a corps of salesmen employed by the com- 
pany which issued them. In my ignorance 
I allowed the salesman to take my sub- 
scription first for several of the debenture 
bonds on the monthly payment plan and 
later for 5 shares of the 7% preferred 
stock at $100 a share. To pay for. this 
stock I pledged my 10 shares of Swift as 
collateral for a bank loan. The time came 
when I realized the desirability of ready 
marketability and wanted to sell. The 
salesman, who had assured me that he 
always had a market for the stock if 1 
wanted to sell, received my selling order 
with great reluctance and admitted that, 
at the moment, there was no market for 
it. The company maintained a number of 
branch stock selling offices in other cities, 
and I immediately wrote a letter to each 
offering my stock for sale at a discount of 
15 points from par. By some miracle, 
my offer was accepted by one of the offices 
and I disposed of my stock at a loss of 
$75. Today the stock is worthless and 
the bonds have only a nominal value, al- 
though there is a good chance of some 
salvage when the liquidation of the com- 
pany is completed. 

PITFALL No. 2.—I allowed myself to 
be sold, by a professional salesman, stock 
and bonds of unproven value, without any 
established market aside from that which 
the company’s own stock salesmen could 
make for them. The mistake drove home 
the wisdom of confining my purchases to 
seasoned securities of proven value wide- 
ly dealt in by brokers of unquestionable 
standing. 


Where the Biggest Loss Occurred 

My largest loss came about as the re- 
sult of what now seems to me to have 
been rather a wild speculation in Niles- 
Bement-Pond stock during the height of 
the 1916 war boom. All during the sum- 
mer and fall of that memorable year, the 
local market in which all my commit- 
ments were made, had, like all other mar- 
kets, seen a sensational rise. Quick turns 
in such war inflated stocks as Standard 
Screw Scoville Manufacturing Company 
and Niles-Bement-Pond had yielded me 
a handsome profit. I began to think that 
there was no limit to the rise and the 
local brokers, instead of preaching cau- 
tion, predicted higher prices for the stocks 
in which their customers were feverishly 
trading. 


On September 23 I bought 5 shares of 
Standard Screw and in less than two 
weeks saw it advance 57 points, so that 
on October 27 I took on 10 shares more 
of $280. On October 2 I bought 10 shares 
of Niles-Bement-Pond stock at $187, and 
on October 27 I took on 10 shares more 
at $199. Four days later I disposed of 
the 20 shares at $217.50, thereby cleaning 
up a total profit of $483. 1 should have 
been satisfied, but on November 6 I 
bought back 10 shares of Niles at $223 
for a rise to at least $250, which local 
brokers confidently predicted. True te 
predictions it started upward and for one 
brief moment struck $235 in a market of 
pronounced irregularity. Between sales 
the price would jump or decline from 5 
to 10 points. That should have been my 
signal to sell, but I failed to realize the 
pending danger. So did many others. 
Shortly afterwards the great break came 
and Niles declined sharply along with all 
other war stocks which had been bought 
so widely. 


At that time any loss looked like a big 
loss to me, for previous purchases in that 
particular market had all yielded me a 
profit. I would not sell Niles at a loss, 
for it was everywhere predicted that the 
stock* would come back eventually, so I 
clung to my stock during a long series of 
declines and brief rallies until February, 
1919. The stock then had a market value 
of $107 a share. I had neglected chances 
to sell at from $210 downward, for the 
decline was not precipitate, simply be- 
cause I believed it was not good policy 
to take a loss. At last, however, dis- 
gusted and determined to save what I 
could from the debacle regardless of what 
the stock might do in the uncertain future, 
I sold at $107 and took my loss of $1,152. 
Today the stock is selling just under 9, 
so I might have done worse. 


PITFALL No. 3.—1 was carried away 
by the gambling spirit and exercised no 
caution in making commitments. I was 
not willing to look facts in the face and 
take a nominal loss immediately after the 
break, when it was or should have been 
quite evident that the war boom had spent 
itself. 

During that same war market I had 
made the mistake of holding other stocks 
which at one time would have yielded me 
excellent profits, because I believed that 
they would go higher. Of course I lost. 
Shortly after having purchased 5 shares 
each of Landers, Frary & Clark, Union 
Manufacturing Company, Stanley Works, 
and Billings & Spencer, all substantial 
manufacturing stocks with large war or- 
ders, I could have sold out at a profit 
of $625. After the great break in the mar- 
ket, I was glad to take a profit of $211. 


PITFALL No. 4.—I was not satisfied 
with a substantial profit. I wanted to 
squeeze out the last penny of profit, and 
that is always unwise. 
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Good Profits Worth Taking 

lt has been impressed upon me time and 
again that a good profit should always be 
taken, no matter how high grade and 
promising the stock may be. Recessions 
are sufe to occur. The trader who fol- 
lows this rule may lose occasionally 
chances for bigger profits, but in the long 
run he is sure to be better off. Here is 
an example from my experience: — I 
watched Travelers Insurance Company 
stock climb from $822 a share to $935, 
while I was holding 6 shares purchased at 
the lower figure. It was freely predicted 
that the stock would go to $1,000 when 
a stock dividend would be declared, and I 
decided to hold for about $950. The re- 
sult was that, for over two years, I was 
tied up with this stock, which netted me 
an income of about 2% and was costing 
me 544% to carry, while the market de- 
clined to around $600. To make matters 
worse I took on 4 shares more when the 
price had declined to $812. 

During the past year and a half I have 
had a similar experience with Guaranty 
Trust Company stock. The opportunity 
presented itself to sell my holdings of this 
stock at a handsome profit, but I had such 
faith in it that I looked either for a steady 
rise or at least a steady market around 
$430-40, where it was then selling. To 
date my profits have melted almost 50%, 
for the stock is now quoted from $340 
to $350. Here again I made the mistake 
of adding to my holdings when the stock 
had declined to $372. Of course this stock 
is bound to come back, but here was an- 
other instance where it would have been 
wise to take my profits, and wait for a 
chance to buy back after a sharp decline. 

Losses are of course inevitable when one 
buys and sells stocks, but there is no rea- 
son on earth why one should lose profits. 
My experience in buying, selling, and 
holding 21 different securities over a pe- 
riod of ten years convinces me that in the 
long run it is always wise to take your 
profits when good opportunities present 
themselves. Reactions are inevitable and 
there will always be good opportunities 
to buy back. Don’t be too anxious to 
buy back, but wait until the stock has had 
a good decline. Sometimes you will make 
a mistake in taking a profit, as I did in 
selling Swift, but I maintain that one will 
average better profits by selling on good 
bulges and waiting for substantial declines 
before buying again than he will by hold- 
ing stocks for purely investment purposes. 


PITFALL No. 5.—My failure to take 
profits when good opportunities occurred 
has militated against me and reduced my 
profit account. Better take a profit too 
soon than not to take it at all, for in 
buying and selling stocks it is the average 
that counts. 





Our contributor’s experiences in the 
business of investing differ from those of 
most beginners in that his first commit- 
ment was successful. 

The regrettable incident, involving capa- 
ble stock salesmen and a questionable pro- 
motion, was far from an uncommon one. 
In fact, a fine-tooth combing of the en- 
tire community would probably find only 
one or two persons fortunate enough never 
to have been caught in the same sort of 


« 


net. One is reminded of the following re- 
marks of Mr. Ingalls Kimball, quoted in 
a recent issue of THE MAGAZINE: 

“There is no dearth of salesmen to deal 
in unreliable securities, in spite of the 
difficulty of disposing of stocks and bonds 
which any banker or business man would 
immediately pronounce worthless or ques- 
tionable. Most of these salesmen are hon- 
est enough. They do their work because 
it pays. 

“If this force could be engaged in the 
sale of absolutely sound securities about 


which there could be no question, on a 
basis of compensation half or even a third 
as great as the commission they get on 
their present offerings, 90% of the shyster 
stock selling schemes would be put out 
of business and the money now invested 
in them, plus probably twice as much 
again, would go into sound investment 
channels.” 

Mr. “B. C. M.’s” account of his other 
experiences and the lessons learned is too 
well done to call for any further comment 
from us.—EDpITor. 





Some Things You Ought to Know 


Explanation of Much Used Financial Terms Whose Meaning 
Is Not Generally Understood 


CONVERTIBLE. — This term is 
often used in connection with bonds and 
preferred stocks. It means, simply, the 
privilege of exchanging the “convertible” 
issue into some other security of the same 
corporation. The latter may sell very 
much higher, and thus make the conver- 
tible privilege valuable. 

Convertible bonds are often exchange- 
able (or convertible) into the same 
amount of common stock of the corpora- 
tion, at the price stated on the face of the 
bond. Well known convertible bonds 
like Southern Pacific convertible 5s, 
American Telephone convertible 6s, or 
New York Central convertible debenture 
6s, are all exchangeable into the common 
stocks of these corporations, at figures, 
and during the periods, stated on the 
bonds. In some cases the convertible 
privilege is extremely valuable, as in the 
case of Southern Pacific convertible 5s, 
as will be seen on reference to their price, 
which is usually at a handsome premium 
above their par of $1,000. This is because, 
being exchangeable for the common stock 
at 100, and as Southern Pacific has wide 
swings between 90 and 115, in the lan- 
guage of Wall Street, these bonds “fol- 
low the stock.” Hence Southern Pacific 
convertible 5s besides being an attractive 
5% bond like any other high class bond, 
has the added attraction of enabling the 
holder to switch into the stock at any 
time. Consequently these bonds have 
been ranging between 110 and 118 recently. 

Where the privilege allows exchange 
into stock at a price that is very far above 
the market value of the latter, the con- 
vertible privilege is not immediately val- 
uable, but it has no bearing on the se- 
curity, nor takes away anything from its 
value as a bond. Such cases arise as in 
the St. Paul convertible 4%4s and 5s, or 
New Haven 6s where the convertible 
privilege is at prices far above the level 
of the exchangeable security, namely St. 
Paul common and New Haven common 
that are a long way from par, the con- 
vertible privilege as well as the stocks 
are quite speculative. Yet, the bonds 
themselves might be cheap considered as 
straight investments. 

Convertible bonds have a strong appeal 


where there is a chance of being able 
to convert, even ten years ahead, to ad- 
vantage. The convertible bonds of the 
Atchison, Norfolk & Western and 
Chesapeake & Ohio systems are well 
thought of by investors, not only because 
the bonds are considered safe, but be- 
cause of the possibility that their com- 
mon stocks may one day sell at big prices, 
in which event the bonds would be sure 
“to follow the stock.” 

ODD LOTS — ROUND LOTS — 
BOARD LOTS.—The unit of trading 
on the New York Stock Exchange is or- 
dinarily 100 shares, which unit is called 
a “round lot” or sometimes a “board” lot. 
Every quotation made is with the idea 
in mind that the special is prepared to 
buy or sell a “round” lot at the quoted 
figure,—no more, no less. A quotation of 
83 bid, 83% asked for U. S. Steel means 
that the specialist in that stock is willing 
to buy or sell 100 shares at those figures 
When 100 shares have changed hands, 
the transaction on the basis of the “last 
quotation” is completed and an order to 
buy or sell 10, 100 or 1,000 would not 
necessarily be made at the same figure 


_ because each quotation is for 100 shares, 


and quotations are made upon that merit 
only. A subsequent order to buy or sell 
500 or 1,000 shares would naturally have 
to be filled upon a basis of orders in 
hand, or prices at which investors will 
buy, or for which they will sell. 

An odd lot means from 1 share to 99 
shares. There are few exceptions to this 
rule. Very high-priced: stocks like Stand- 
ard Oil of New Jersey and Eastman 
Kodak that are fairly inactive and sell in 
the hundreds per share are quoted on a 
10-share basis, so that, in these cases, 10 
shares constitute a round, or board lot, 
and from 1 to 9 shares would be consid- 
ered an odd lot. 

Buyers and sellers of odd lots, are 
called “odd lot dealers” and make a 
specialty of this business, charging no 
commission to their customers,—the Stock 
Exchange houses, who give them their or- 
ders. The dealers get their profit by a 
process of buying wholesale and selling 
retail charging generally 4% and some- 
times % point above the last quotation 
for stock they sell, and % or % point be- 
low for the stock they buy. Their risk 
and detail work is greater, but their com- 
pensation is the volume of business, and 
repetition of small orders that aggregates 
a vast total. 
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Real Estate and Common Sense 


It Pays to Pay Rent Sometimes—Seasonal Buying and Selling 


HE writer was brought into close con- 
tact with real estate conditions, and 
was compelled to study them for the 

very same reason that probably worried 
90% of our readers. His conclusion on 
the vexing point “To pay rent, or not to 
pay rent” was arrived at by simple rea- 
soning, fortified by no special knowledge 
beyond an ability to ask questions. 

It is amazing how helpful people can 
be, and actually are to each other, when 
the inquirer admits his ignorance, and the 
sophisticated one knows he is well in- 
formed, and is so regarded in his com- 
munity. Education in real estate costs ab- 
solutely nothing beyond a knowledge of 
the real facts plus the application of com- 
mon sense. This, with a conservative at- 
titude towards the future, should enable 
the average person to avoid many mis- 
takes. 

The years 1919-1920 witnessed a “boom- 
let” in real estate values and a good many 
people lost their heads in consequence. 
The landlord as well as the tenant, the 
buyer and seller, the holder and pros- 
pective holders scored about evenly. A 
real and genuine boom was prevented to 
a great extent by the attitude of the courts 
towards a few profiteering landlords. and 
the final “squelching” of what threatened 
to become a speculative orgy in city, su- 
burban and farm values can be laid at the 
door of the Federal Reserve Board in 
1919, and the liquidation of securities and 
commodities that followed since Novem- 
ber, 1919. 

To Buy or to Rent? 


Let me explain this digression, and il- 
lustrate my meaning by some common un- 
derstandable unit of values. The suburban 
detached frame cottage having a value of 
$5,000 in 1917 and renting for say $30 
monthly became scarce in 1918. War and 
high wages held up new construction. The 
return of veterans, a boom in marriages, 
war prosperity, natural increase in popu- 
lation, new ambitions born in sudden pros- 
perity—a hundred other things, all con- 
tributed towards raising the rent of our 
$5,000 cottage to $50 monthly, and its 
value to $7,000. 

Why the increased rent? Scarcity in 
part, but more important than that, the 
increase in capital value. A boost of $2,- 
000 in value means that much more “in- 
vested,” and it makes little difference 
whether you sell or own at the higher 
figure. The owner of that cottage had 
his option of cashing in for $7,000 and re- 
investing the latter sum in bonds, stocks 
or other securities;.or he could make the 
tenant give him a return on his extra 
$2,000. The extra rental of $20 monthly 
or $240 yearly represented 12% gross— 
not on the entire investment of $5,000 plus 
$2,000 accretion in value, but on a rela- 
tively small portion of the whole. This 
12% seems a monstrous rate by any other 
reasoning save common sense, if one ig- 
nores the temporary character of that rate, 
the high interest money was commanding, 
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the low price of gilt-edge bonds, and the 
increased. cost of maintenance and im- 
provement. 

Of course, many landlords did not fig- 
ure up the economics of the thing by 
mathematics or their comscience. They 
just “boosted” while the boosting was 
good, and the courts complacent. 

Yet, it was not advisable during such 
artificial periods to cure the evil by the 
equally unsound method of “buying to 
save rent” on the ground that being the 
owner the high rent will go into one’s 
own pocket, while forgetting that an un- 
reasonable capital investment during an 
inflated period is worse than a temporary 
spell of pinching to pay burdensome 
rentals. 

There is a happy medium between pay- 
ing rent temporarily until prices for homes 
come down, and rushing in to buy perma- 
nently to avoid a year or so of oppressive 
conditions imposed, partly or wholly, by 
the landlord. 

It never can, and never will pay the av- 
erage person to become a permanent rent- 
payer. Let us try and reason it out some- 
what along the lines of the “Expectation 
of Life” used by insurance companies in 
making up their tables of premiums on 
life policies. There also the factors of 
risk, profit, loss, or reward have to be 
nicely balanced or the insurance company 
would go broke, the widow and children 
would starve, and nobody would get the 
benefit. 

Taking $50 monthly as the normal aver- 
age American family badget, and about 
20 years as the minimum average rent- 
paying period for the aforesaid family, the 
staggering sum of $22,071 is paid out in 
capital, with interest compounded semi- 
annually at 6% by the family that hoped 
to escape the burden and responsibilities 
of ownership! Over $20,000 has been paid 
out in rent and nothing to show for it 
excepting a stack of musty receipts. Still 
further, at this late stage, lies the hope 
that our chronic rentpayer may own a 
“stick or stone to call his own.” No 
subtle reasoning will down the unsatisfac- 
tory outlook of being compelled to pay 
on indefinitely, and to spend in rent in a 
lifetime enough to buy a string of homes. 

The conclusion is irresistibly against 
paying rent—and for owning a home, by 
hook or by crook (interpreting the latter 
liberally and not literally). 

There can be two excuses against it, 
lack of initial capital, the wrong time to 
buy. 

Buying in Season 

Like the stock market or the commodity 
market, real estate has its bull and bear 
swings that are not difficult for anyone to 
recognize. When rent is high conditions 
are good, when rentals are abnormal there 
is surely a bull market in real estate, and 
it is often, better to put up with the tem- 
porary annoyance of pesky landlords and 
pay rent—even a high rent, if sellers of 
our $5,000 cottage are now refusing $9,000 


to $10,000 for it. Permanent rising mar- 
kets may be possible in business sections 
of the cities where more land is no longer 
available, but this condition seldom en- 
dures in suburban home sections, with the 
constant progress of new “developments,” 
rail, trolley, and traction expansion, and 
the comparative ease with which new resi- 
dential “sections” can displace the old. In 
brief, there is no need to climb for homes, 
and the higher the rentals go, the greater 
the ground more often for suspicion that 
such conditions are not permanent, The 
new artificial values and high returns de- 
stroy the very thing such conditions hoped 
to create. Big rents and high prices at- 
tract speculators who soon commence to 
fall over each other in their anxiety to 
build quickly and garner profits overnight. 
The instability both of the boom and the 
buildings they create, alike engender dis- 
gust in the new owners and intended pur- 
chaser, with the result that we reach the 
condition that now exists. 

A silent strike is now on between the 
rentpayer, the builder and the landowner. 
The rentpayer is reconciled to his fate 
and is holding out stubbornly for lower 
prices before buying. Most of us kn 
now or suspect, that we have been the 
victims of many conspiracies to make us 
pay “through the nose” for every thing 
that went into building from cellar to gar- 
ret. The community, as a whole, has the 
money to buy but is now going to the 
other extreme; it is determined to buy at 
the bottom rather than at the top, and take 
no more chances. 

Such an attitude is conservative, and 
the writer believes thar the public attitude 
is compelling an.era of reasonable prices 
for material and labor where it will pay 
the average rentpayer to get busy with 
his architect and build to avoid that waste 
of $22,071 in the next twenty years. It 
cannot pay the average family that 
possesses ordinary intelligence and no 
money to waste, to buy a ready-made 
home through the ordinary speculative 
building channels. The profits are not less 
than $1,000 per home and range as high 
as $3,000 on ordinary dwellings, and there 
is no earthly reason why this profit should 
not be saved. 

I also believe there will be many bar- 
gains in the market by next spring, as 
many homes were purchased between $9,- 
000 and $14,000 on a mere shoe-string of 
a cash-deposit, with a mortgage and up- 
keep bill that will not be commensurate 
with the income of many buyers of the 
last two years. Money for mortgage pur- 
poses on a liberal and fair valuation will 
probably flow more freely in the next year 
or two, and this will give the average 
steady family with good income, and some 
initial capital, an excellent chance to pick 
up ready-made homes at a substantial dis- 
count from former selling prices. In some 
cases, this would be an improvement on 
building, with its worries, and the mistakes 
that may arise through lack of knowledge 
of the subject. 
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Have You Insured Your Employees ? 


Liability Insurance Will Protect Your Firm Against Damage Suits—What the Rates and Pro- 


HE proposition of compensating 
workmen from loss resulting from 
accidents while performing services 
is of comparatively recent origin. Legis- 
lation has brought it about,—legislation 
responding to the demands of the people. 
The principal branch of the liability 
laws ts the Workmen’s Compensation Act. 
This means compensating a workman or 
his dependents by an industrial concern 
for any less due to injuries suffered be- 
cause of his connection with the partic- 
ular industry. There are over thirty 
Workmen’s Compensation Acts in this 
country, and there is a different expres- 
sion in each one as to the compensation 
idea. They differ in respect of the amount 
of compensation, in the method of ad- 
ministration and in insurance require- 
ments. Added to these different laws are 
the decisions of courts of last resort of 
the States and Federal courts. Conse- 
quently, omly general, basic statements can 
be employed in a short article like this. 


Permanent Injury Schedules 


Here is an average schedule for per- 
manent disability, with the compensation 
allowed : 

For the loss ef a hand, 50% of wages 
for 175 weeks. 

For the loss of an arm, 50% of wages 
for 215 weeks. 

For the loss of a foot, 50% of wages 
for 150 weeks. 

For the loss of a leg, 50% of wages 
for 215 weeks. 

For the loss of an eye, 50% of wages 
for 125 weeks. 

For the loss of any two or more of 
such members, not constituting total dis- 
ability, 50% of wages during the aggre- 
gate of the periods specified for each. 

Benefits for temporary or partial dis- 
ability are usually fixed by applying the 
percentage used in cases of total disabil- 
ity to the loss in earning power which 
may be attributed to a compensable in- 
jury. 

Every employer is liable to be obliged 
to pay his employees for injuries. If he 
denies compensation he may have a law- 
suit on his hands. Quite naturally, there- 
fore, the matter of insuring employees 
was referred by most employers to a third 
party—the insurance companies. The ser- 
vices that these companies can give re- 
lieves employers of the worry and ex- 
pense incident to complying with the law. 

The contract prepared by the insurance 
companies is calculated to relieve the em- 
ployer of the financial consequences of 
injuries sustained by the workmen. 

The Workmen’s Compensation Insur- 
ance Contract, however, is different from 
the Employer’s Liability Contract. It is 
an agreement made with the employer to 
pay indemnity to the workmen or their 
dependents, according to a compensation 
act which is always considered a part of 
the policy contract. All employees are 
covered, and fhere are no limitations on 





visions Are 


the amount payable or the location cov- 
ered, except those limitations expressed 
in the law. Therefore the state is really 
a party to the insurance. 


Rates 


The matter of making rates is a diffi- 
cult task, for Workmen’s Compensation 
Insurance is comparatively young. There 
are three kinds of rates—the manual rate, 
applying to a given industry and a given 
state; the schedule rate, which is a modi- 
fication of the manual rate made to con- 
form to the conditions in a certain plant, 
and the experience rate, a modification of 
the manual rate based on the experience 
concerning the loss sustained in a partic- 
ular nature of risks. 

The premium based on the records of 
the past is difficult to fix, because it must 
vary according to the statutes in the dif- 
ferent states, and also the Federal statutes. 
A pure premium is expressed in terms 
of units of $100 a payroll. It is the 





QUESTIONS THIS ARTICLE 
ANSWERS: 





(1) Are all employers of labor 
liable in case of injuries suffered by 
their employees in line of duty? 

(2) What is the average schedule 
of compensation? 

(3) How are the rates deter- 
mined? 

(4) How can the probable cost 
of accidents be computed? 

More detailed information may be 
obtained by inquiries addressed to 
our Insurance Department. 




















amount that will be paid to injured work- 
men or their dependents on account of ac- 
cidents occurring during the period which 
the payroll covers, for each $100 of pay- 
roll spent during that period. 

To illustrate, let us assume a yearly 
payroll of $1,000,000. Minor accidents oc- 
cur which will give $10,000 to the in- 
jured, and one serious accident occurs 
which will give $6,000. The total benefits 
to the workmen are $16,000, and the pure 
premium is $16,000 divided by ($1,000,000 
divided by $100) or $1.60. 

Let us assume that the payroll for the 
next year is $8,000,000, that the amount 
paid for minor accidents is $8,000, but that 
no serious’ accident occurs. The pure 
premium will be $8,000 divided by ($8,- 
000,000 divided by $100) or $1. 

This produces a drop in the pure 
premium for the second year, under the 
first of 37%4%. If we now add the pay-. 
rolls and costs of the two years to- 
gether, we get a payroll of $1,800,000; 
$18,000 for minor accidents, and $6,000 
for serious accidents. The pure premium 
now becomes $24,000 divided by ($1,800,- 
000 divided by $100) or $1.33+. This is 
a closer approximation to what the aver- 
age pure premium will be in the long run, 
than that of either year alone, because 
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the exposure (payroll) is greater, and the 
exposure acts as a “flywheel,” tending to 
keep the pure premium from varying. 
The larger the exposure the smaller the 
variation in pure premium. 


Computing Cost of Accidents 


The probable cost of 100,000 accidents 
under a compensation schedule may be 
found by computing the payments whith 
would be made on account of each proof 
of death or disablements, the result be- 
ing expressed in terms of weekly wages. 
A comparison of the Massachusetts 
Schedule will serve as an illustration. If 
it was found that 100,000 accidents in 
Massachusetts would mean payment of 
500,000 weekly wages, while in Oklahoma 
the cost would be 600,000 weekly wages, 
then the cost in the latter is 20% greater 
than in the former, and the loss experi- 
ence in Massachusetts, multiplied by 1.20, 
will give the loss experience in Okla- 
homa. 

In New York all risks which show a 
completed period of insurance under the 
New York Act of two years or over are 
subject to experience rating, provided 
they have produced an earned premium of 
at least $500 for the two years and, in 
the case of manufacturing risks, have a 
payroll exposure of at least $100,000. For 
contracting and public service risks the 
minimum payroll is $50,000. The past 
experience of such risks serves as a basis 
for determining the multiplication in 
rates to be applied for the renewal ef- 
fective June 30, 1916, or thereafter. This 
rule is merely and solely for the purpose 
of fixing an experience rate for the 


future. 


Every employer, no matter how many 
employees he has or how much he pays 
them, is subject to the action of the Work- 
men’s Compensation Law, and is a candi- 
date for compensation insurance. To 
show how far an employer’s liability may 
extend, in the interest of the employee, 
the State Industrial Commission of New 
York has just recently decided that a 
messenger of a bank who was killed 
while walking on the street in the recent 
Wall Street explosion was entitled to 
compensation from his employer. 





IMPORTANCE OF INSURANCE 


“In one or the other of its specialized 
forms insurance must go with every con- 
signment of goods whether on land or on 
sea; it is necessary to protect the life and 
limb of all engaged in handling the goods; 
it is needed to guarantee the fidelity of 
those intrusted to collect and account for 
such goods. Any merchant or manufac- 
turer or shipper who does not provide 
himself with insurance against the various 
perils that beset his values from the be- 
ginning of their production to their final 
delivery is a peculiar being with restricted 
credit and reduced chances of success.”— 
President Edson S. Lott, U. S. Casualty 
Co. 
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How to Improve Your Position by “Switching” 


Various Public Utility Securities Considered—Reasons for Exchanges 


F the various classes or groups of 
securities in which the ordinary in- 
vestor is interested, none, perhaps, 

require closer watching than the so- 
called public utilities. The reason is 
that these are governed more generally 
by local conditions than by those 
factors which ordinarily operate to raise 
or depress business and industry, as a 
whole. Major price movements in the 
steel stocks, for instance, are largely, if 
not entirely, governed by general con- 
ditions, so that what affects one com- 
pany favorably or adversely usually 
finds its reflection in the steel group as 
a whole. Whether it be over-produc- 
tion, or tariff agitation, a shortage of 
railway equipment, or a periodical let- 
up in the demand for steel, such as the 
country is now experiencing, or all 
combined, the effect is the same in 
practically all cases, so that aside from 
the usual troubles with labor, which, in 
the case of most American steel manu- 
facturing concerns, are mostly local in 
both extent and origin, since the steel 
workers are not closely organized in 
this country, the factors which govern 
the price movements of steel securities 
are for the most part of general appli- 
cation. The same is to be said of the 
coppers, the equipments, the sugar 
stocks, the leather shares, and the oils 
to a certain extent, although these also 
are, of course, largely affected by local 
conditions, mostly geological. 

The public utilities, on the other hand, 
are almost entirely governed by local 
conditions. It may be due to the gen- 
erally hostile attitude of the public 
served that the utility in question is 
barely able to earn its fixed charges, 
or, as in the case of the unfortunate 
utility companies serving greater New 
York, the adamant opposition of the 
governing authorities to any relief from 
intolerable burdens through increased 
rates and fares, may be the rock upon 
which the companies are meeting dis- 
aster. It may be due also to litigation 
over franchises and rights of way, to 
diminishing population, to the intract- 
ability of employees, to | official mis- 
management or to blunders of engineer- 
ing, that the utility at last finds itself 
a hopeless wreck. But in ninety-nine 
cases out of a hundred, local rather than 
general conditions are responsible for the 
average utility company’s prosperity or 
adversity. 

Thus, it is imperative that a holder 
of public utility securities, if he would 
avoid financial pitfalls, keep always in 
touch with local conditions in so far 
as they affect the company in which he 
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may be interested. 

In studying comparative values of 
public utility securities, one would do 
well always to keep in mind the prin- 
ciple that the company whose activities 
cover several departments of public 
service ordinarily is to be preferred, all 
things being equal, to one performing 
a single kind of service. For example, 
the securities of a company supplying 
electric light, heat and power, as well 
as street railway service, are generally 
to be preferred to those of one furnish- 
ing street railway service alone. On 
the same principle, a company supply- 
ing illuminating gas and water in addi- 
tion to electricity and transportation, 
ordinarily is to be preferred to one 
furnishing electricity and transportation 
only. Of course, this principle does not 
hold good in all cases. Some hydro- 
electric concerns, which only furnish 
electric light, heat and power, and do 
not operate traction lines or supply il- 
luminating gas, are entitled to a much 
higher financial rating than many utility 
companies operating in a much broader 
field of activity, and by the same token 
their securities are generally regarded 
by the investing public with greater fa- 
vor. But as a general thing, the securi- 
ties of utility companies enjoying a 
wide scope of activity are entitled to a 
better rating than those of companies 
whose activities are restricted to one 
form of activity or another. This, at 
any rate, is the guiding principle gov- 
erning the following recommendations 
with respect to switching from public 
utility stocks of doubtful standing to 
others of seemingly greater safety and 
better promise for both the immediate 
and the more remote future. 


Brooklyn Rapid Transit—United Rys. In- 


vestment Common 


Brooktyn Rapip Transit. This stock 
has back of it practically no equity in 
property, and as the company is now 
in the hands of a receiver, in the event 
of a reorganization, the stock is likely 
either to be wiped out or subjected to a 
heavy assessment. If there was the 
least ground for hope that the company 
would be able eventually to work out 
of its difficulties, there might be a future 
for the stock, but the company’s earn- 
ings under the present system of col- 
lecting fares, are miserably poor, a de- 
ficit of $686,725, after meeting the 
fixed charges on the company’s prior 
lien bonds, having been reported for the 
12 months ended June W Iast, and 
so long as the present City Administra- 
tion remains adamant in its opposition 


to any increase in street railway fares, 
not much improvement can be expected 
for another year at least. As a matter 
of fact, there does not appear to be any 
hope for the stockholders. A fare in- 
crease granfed to the company would 
in all probability be based on a physical 
valuation of its properties, in which case 
the position of the common stock would 
be brought out; in other words, the 
stock would be shown to have little or 
no value. 

Unitep Rartways INVESTMENT common 
would appear to be a likely switch from 
Brooklyn Rapid Transit. The company 
owns the majority of the stock of the 
Philadelphia Company, and also the 
United Railroads of San Francisco, the 
Sierra & San Francisco Power Co., and 
several other minor properties, all of 
which are doing well now and may be 
expected to do much better in the years 
to come. The company, at any rate, is 
able to show something earned over ex- 
penses, which is more than can be said 
of Brooklyn Rapid Transit, and while 
the equity of the common stock in the 
property is not a large one, yet the 
company’s earnings are constantly im- 
proving, and the position of the stock 
will undoubtedly reflect this improve- 
ment as time goes on. Of course, 
dividends on the common stock are a 
long way off, but remote as they are, 
it is a fairly safe prediction that the 
stockholders will receive some return 
on their investment long before any- 
thing is distributed on Brooklyn Rapid 
Transit as at present constituted. 


Gas & 


Union Gas—Pacific 
Electric 


BrooxtyN Union Gas. Although this 
company recently received from the 
courts permission to charge an in- 
creased rate for its product, and while 
its gross earnings will probably show 
substantial improvement over those of 
last year, nevertheless this improve- 
ment will be largely offset by increased 
fuel costs and wage scales, so that the 
company will do well this year if it 
comes out even after meeting its fixed 
charges. Last year it reported a deficit, 
after charges, of $706,848. To be sure, 
the stock has a good equity in property 
back of it, as evidence has been pre- 
sented to show that present cost of 
plant and property, exclusive of the 
properties of its five subsidiary com- 
panies, are somewhat in excess of $73,- 
000,000, against a total bonded indebted- 
ness of $17,000,000. In other words, the 
reproduction cost of the company’s 
properties would be about three times 
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Brooklyn 











the par value of the $18,000,000 stock 
outstanding. However, the outlook for 
dividends on this stock is far from 
promising, with wages and fuel costs 
holding up in the face of drastic de- 
clines in other commodities, and so a 
switch to Paciric Gas & ELEctric com- 
mon stock, which is now selling about 
5 points below Brooklyn Union Gas, 
would seem advisable. 

This stock, which is now selling in 
the neighborhood of 44, and paying 5% 
annually, yields, at the present price, 
about 114% on the investment. But 
more important still, the company is 
not only earning its dividend, but is 
earning it with a good margin to spare. 
Current earnings, which are much bet- 
ter than for any recent year, are esti- 
mated to be about $9 a share on the 
common stock for the present year. 
The company is now paying $1,000,000 
annually into a special reserve fund by 
order of the California Public Utility 
Commission. The order will be en- 
forced until the end of 1922, but there- 
after this additional amount will be 
available for common stock dividends, 
so it is not impossible that a some- 
what higher dividend will be disbursed 
within a year or two from now. At 
any rate, this is more than the Brooklyn 
Union Gas stockholders can reasonably 
hope for during the next year or two. 


Pfd.—Gen. 
Common 


Interboréugh Cons. Motors 


INTERBOROUGH CONSOLIDATED PREFERRED. 
—Like Brooklyn Rapid Transit, this stock 
has little or no equity in property and 
has but small chances of recovery. The 
41%4% Interborough Metropolitan bonds 
are now in default, while, in fact, the 
interest on the prior lien bonds, that 
is, the Interborough Rapid Transit 5s, 
is not being earned, and as these inter- 
est requirements must be met before 
any funds whatever accrue to the pre- 
ferred stock, the position of the latter 
is therefore very poor. Were there any 
possibility of an increase in the near 
future in street railway fares on the 
lines operating within Greater New 
York, there might be some basis of 
hope for the property. But as long as 
the present City Administration con- 
tinues in power the outlook for any in- 
crease in rates is exceedingly dark. In 
a report recently submitted to the 
Federal Court sitting in New York, 
engineering experts pointed out that the 
Subway and Elevated lines of the Inter- 
borough system failed to earn their 
fixed charges during the fiscal year 
ended June 30th last by some $8,750,000, 
and demonstrated at the same time 
that even an 8-cent fare would not, 
prior to 1922, provide any substantial 
surplus over bond interest and the city’s 
preferential. These experts further de- 
clared that nothing less than an 8-cent 
fare, with a charge of 2 cents for trans- 
fers, would provide a sufficient margin 
above mere operating expenses and 
taxes to permit of the operation of the 
surface lines as one system, with reas- 
onable provision for upkeep, but as the 
City Administration apparently cannot 
be budged from its opposition to in- 
creased fares—probably less so today 
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than ever, in view of next year’s mayor- 
alty election—the company will do well 
to escape receivership. In fact, it is 
even now on the verge of such a catas- 
trophe. So it is by no means certain 
that the company will not have to be 
reorganized and the stockholders either 
heavily assessed or lose their investment 
entirely in the event that the stock 
should be wiped out under reorganiza- 
tion. 

In view of the fact that so few utili- 
ties selling near the price of Inter- 
borough Consolidated preferred can be 
recommended with any assurance of 
ultimate profit, it might be advisable 
in this instance to switch to one of the 
more promising industrials, such as 
GeneRAL Motors common, for instance, 
which is paying a good dividend ($1 
annually in cash, besides one-tenth of a 
share in stock), and will undoubtedly 
enhance in value as soon as the auto- 
motive industry shows the first definite 
signs of permanent recovery. Of course, 
it is not likely that the quarterly stock 
dividend of one-fortieth a share on the 
common stock will be continued indefi- 
nitely. Quite likely the directors at the 
forthcoming meeting will omit the 
stock dividend. However, it is a reason- 
able assumption that the present price 
of the shares has already fairly dis- 
counted this development, in which case 
not much of a decline may be expected. 
However, at the present price, the stock 
returns a very fair rate on the invest- 
ment, which is more than Interborough 
Consolidated stockholders can hope for 
for a long time to come. 


Laclede Gas—Consolidated Gas 


Lactepve Gas Licut Co. or St. Louts. 
—This company has been one of the 
worst sufferers in the public utility field 
from the burden of ever-increasing 
operating costs. For many years the 
common stockholders recéived divi- 
dends at the rate of 7% per annum and 
in each year a tidy sum was carried to 
surplus over and above these payments. 
in the Summer of 1919, however, it be- 
came necessary to suspend dividend 
payment on the junior shares, and they 
have not been resumed as yet. Nor are 
they likely to be resumed in the near 
future, unless the company’s application 
for a flat rate increase of 40% in gas 
rates is granted, which is quite im- 
probable as the Public Service Com- 
mission of Missouri is known to be not 
too favorably inclined toward the pro- 
posal. The most that the company 
seemingly can hope for is permission to 
charge the maximum rate of 85 cents a 
thousand feet for its product, but even 
should this rate be permitted to con- 
tinue indefinitely, the company’s earn- 
ings, according to its own estimate, 
would not be sufficient to permit of any 
substantial dividend payment on the 
common stock, for in a report covering 
the 12 months ended July lst, last, 
the company estimated its surplus earn- 
ings for the period, on the basis of the 
maximum rate of 85 cents per thou- 
sand cubic feet, as about $510,000. After 
preferred dividend requirements, this 
would be equal to about $3.60 a share 
on the 107,000 shares of common stock 
outstanding. Very probably the com- 
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pany will make a much better showing 
for the 12 months subsequent to July 
31st, last, as there is reason to look for 
some improvement as a result of de- 
clining commodity prices and wage 
scales; but the company is so greatly in 
need of new capital for improvements 
and extensions that it will probably be 
some time before dividends on the com- 
mon stock are resumed. 

As Consoiipatep Gas or New York is 
now selling at about double the price 
of Laclede Gas Common, a holder of 
the latter would probably fare much 
better in the long run by disposing of 
his shares and investing the proceeds 
in one-half the number of Consolidated 
Gas shares. This stock is well pro- 
tected, both as to assets and earnings, 
and the present dividend rate of 7% 
per annum seems secure. If the decree 
of the Federal district court in New 
York, freeing the company from the 
80-cent gas law and permitting it to 
charge $1.20 per 1,000 cu. ft. of gas, is 
allowed to stand, and there seems no 
reason to doubt that it will be, the 
company’s earnings during the next 12 
months ought to run well over $15 a 
share on the $100,000,000 capital stock 
outstanding, so there is even a possi- 
bility that the 8% dividend rate paid by 
the company in the heyday of its pros- 
perity, when the stock sold above $240 
a share, will eventually, and perhaps 
at no distant date, be restored. At any 
rate, the asset value of the stock is con- 
siderably more than what the stock is 
now selling for, and one who buys it at 
current prices certainly can count upon 
a good profit sooner or later. 

Detroit Edison—Brooklyn -Edison 


Detroit Epison ComMPANY common 
stock. Although this company has an 
excellent record of earnings and divi- 
dends, and while the stock is entitled 
to a good rating, yet there is reason to 
fear lest the present depression in the 
automobile industry and the resultant 
loss of population to the city of De- 
troit will sooner or later find reflection 
in a considerable reduction in the com- 
pany’s earning power. For the coming 
year the company will have outstanding 
additional 8% debentures to the extent 
of $5,500,000. This will increase the 
fixed charges $440,000, and will jeopard- 
ize the dividend on the stock if the 
company’s net earnings are not im- 
proved. When the automobile business 
returns to more normal operations, and 
the company’s operating expenses show 
a greater tendency to decrease, the 
stock doubtless will enjoy a corres- 
ponding improvement in position. But 
at the moment the stock does not seem 
to afford much opportunity for profit 
at the current price, around $90 a share, 
and so it might be advisable to switch 
into Brooxtyn Epison Co. common, 
which pays the same dividend, namely, 
8% per annum, and is now selling about 
5 points below Detroit Edison. Despite 
the high cost of fuel and petroleum last 
year, and the very substantial increase 
in wages granted to employees, the 
company’s earnings, after charges and 
taxes, showed material improvement 
over 1918, and last year about $10.50 a 
share was earned on the capital stock, 
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as compared with about $9.25 a share 
earned in the previous year. More- 
over, the company’s business outlook 
is much more favorable than that which 
seemingly faces Detrorr Epison. Re- 
cently the company was allowed by the 
Public Service Commission of New 
York-to add a surcharge based upon the 
increased cost of coal used in the gene- 
ration of electricity. This will insure 
a further substantial increase in earn- 
ings. Finally, the territory served en- 
joys a greater diversity of industry than 
that served by the Detroit Edison Co. 
and so the demand for power is not 
likely to show anything like tie falling 
off that is expected to affect so seri- 
ously the earnings of the Michigan 
utility. All things considered, therefore, 
Brooklyn Edison’s outlook is quite 
favorable, and even though the pro- 
posed switch may not prove immedi- 
ately profitable, nevertheless something 
may be gained in the way of greater 
security by those adopting this sug- 
gestion. 

United Gas Improvement—United R.R.s of 

San Francisco 4s 

Untrep Gas IMPROVEMENT common. 
This stock, which pays 4% per annum 
on shares of $50 par value, is now 
quoted at 28 to 30. Since 1889 it had paid 
regular dividends, at the rate of 8% per 
annum, with occasional extra dividends, 
until December 8th, last, when poor 
earnings, together with a rather un- 
certain outlook, made a reduction in the 
rates imperative. In recent years the 
company’s earnings have declined 
Steadily. In 1916 its net income 
amounted to $7,269,331, after all ex- 
penses, taxes, etc.; in 1917 it dropped to 
$5,915,505, and in 1918 to $5,096,509, 
with the result that after dividend pay- 
ments of 8% there was a surplus of 
only $214,125 left. 

Last year the company’s net income 
dropped to $3,785,340, and after the 
usual dividend payments there was a 
deficit of $1,097,044. For the present 
year the showing will probably be 
worse, owing to the company’s ex- 
tremely unfavorable contract with the 
city of Philadelphia embodied in the 
lease on the city gas works. President 
Bodine recently estimated that the com- 
pany will have to stand a loss of $2,- 
654,089 on the operation of the mu- 
nicipal gas works this year. Thus, un- 
less the company succeeds in getting 
the city to modify the lease, or split 
some of its $5,000,000 annual income 
which the city derives from its lease of 
the gas works, it is doubtful whether 
even the present dividend can be main- 
tained for any considerable length of 
time. 

In view of the fact that most holders 
of United Gas Improvement stock have 
sustained large paper losses on their 
investment, the writer suggests, as a 
likely means of recovering such loss, 
a switch to the General Mortgage Sink- 
ing Fund 4% Certificates of the Unrrep 
Rartroaps oF SAN Francisco, which are 
now selling in the neighborhood of 27. 
The company is now being reorganized, 
and under the plan of capital readjust- 
ment, the 4% certificate holders will 
receive 15% of par value in Ist mort- 
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gage bonds of the reorganized com- 
pany, 50% in 6% prior preference cumu- 
lative stock, 5% in Ist preferred 6% 
stock, 10% in 2d preferred stock, and 
20% in common stock, which plan in- 
volves a scaling down of capital lia- 
bilities from $82,413,600 to $47,973,000. 
The latter figure would be somewhat 
less than the appraised valuation of the 
property, namely, $52,000,000. 

Recently the Public Utilities Commis- 
sion of California issued an order to the 
effect that under present monetary condi- 
tions the utilities are entitled to charge 
fares and rates sufficient to produce a re- 
turn of 9% on property. If this principle 
is literally applied to United Railroads the 
latter should have an operating income of 
$4,680,000, at least, during the coming 
year, or more than double the company’s 
actual operating income for the year ended 
June 30 last, namely, $2,296,743, which 
amount was sufficient to cover all charges 
and taxes and leave a balance of $148,539 
for the stock. In other words, had the 
Public Utilities Commission principle been 
in operation last year, the balance avail- 
able for the stock would have been over 

2,500,000 instead of the amount actually 
reported. 

There is another possibility, however, 
that prospective investors might do well 
to consider in attempting to estimate the 
speculative value of the reorganized com- 
pany’s securities, and that is the possibility 
that in accordance with the popular man- 
date expressed at the November election, 
the city may take over the property and 
issue in payment therefor the city’s own 
obligations. Bankers interested in the 
company figure that if the city buys the 
lines and issues 4% municipal bonds for 
United Railroads 4% certificates, the lat- 
ter should have a market value eventually 
of about 80. If, on the other hand, the 
city does not purchase the line, the securi- 
ties to be exchanged for the 4% certificates 
under the plan of reorganization should 
have a market value of about 50. Ob- 
viously, in either case the company’s 4% 
certificates have a very considerable specu- 
lative value, aside from their investment 
worth, and nervous holders of United Gas 
Improvement stock might do well to con- 
sider the desirability of the proposed 
switch. 


Third Avenue-Interborough Met. 4%s 


Turp Avenue Rattway. This stock is 
now quoted in the neighborhood of 12, 
and seems to be in a hopeless position. 
After allowing full interest on the com- 
pany’s adjustment income 5% bonds, the 
interest on which, by the way, has not been 
paid since June, 1917, the company has 
been operating at a loss, having reported 
a deficit of $1,642,326 for 1917, one of 
$456,503 for 1918 and one of $665,814 for 
1919. Gross earnings for the present year 
have, it is true, shown some improvement, 
but this has been more than wiped out by 
increased\ operating expenses, so that the 
present year’s showing doubtless will be 
poorer than that of last year. 

In all probability the company will 
sooner or later have to be reorganized, 
in which event the stockholders doubtless 
would be subject to a heavy assessment. 
There is a possibility, of course, that the 
company will eventually be granted per- 





mission to increase its fares, but as mt- 
mated above in the case of Brooklyn Rapid 
Transit and Interborough Consolidated, it 
will probably be a considerable time be- 
fore such permission is granted. Mean- 
while, the company is getting deeper and 
deeper into the hole. 

INTERBOROUGH - METROPOLITAN COLLAT- 
ERAL Trust 444% Bonps, which are now 
selling in the neighborhood of 15, would 
appear to have somewhat better speculative 
possibilities and to offer holders of Third 
Avenue an opportunity to recover some 
part, at least, of their loss, These bonds 
are secured by pledge and delivery to the 
trustee of $32,912,800 out of $35,000,000 
stock of the Interborough Rapid Transit 
Co., or at the rate of $200 in bonds for 
each $100 of stock pledged. The bonds 
defaulted April 1, 1919, after a receiver 
had been appointed for the Interborough 
Consolidated Corporation, the cause being 
the passing of dividends by the ‘Interbor- 
ough Rapid Transit Co., which income 
was necessary to maintain interest payment 
on the bonds. 

Whatever may happen to Interborough 
Consolidated stockholders in the event of 
a drastic reorganization of the company, 
the Interborough Rapid Transit Co., which 
operates the most profitable part of the 
subway system of New York, would prob- 
ably be kept intact, although a reorganiza- 
tion would conceivably entail a cutting 
down to some extent of the company’s 
capital liabilities. But whatever the out- 
come, holders of the collateral 444% bonds 
would probably fare much better under 
reorganization than would Tuirp AveNnug 
stockholders if their company were re- 
organized. It may be pointed out, in this 
connection, that a sharp decline in com- 
modity prices is bound to have a favor- 
able effect on the earning power of Inter- 
borough Rapid Transit Co., and even 
though it may not obtain authority to in- 
crease its fares, it may yet avoid receiver- 
ship and gradually work back to its old- 
time earning capacity. Of course, it would 
be too much to expect that Interborough 
Rapid Transit stock, which constitutes the 
security back of the 444% bonds, will soon 
get back to its former high level of $200 
a share, but that the stock is really worth 
considerably more than the present price 
of the bonds would seem to indicate can 
hardly be open to question. 





WHEN THE MONEY SHORTAGE WILL 
BE RELIEVED 


There is a capital-scarcity just as thete 
has been a sugar shortage. Overcoming 
the scarcity of sugar in this country was 
achieved by making the shipment of sugar 
to this country highly profitable. 

The scarcity of savings will be over- 
come when those whose business it is to 
gather savings and those whose business 
it is to induce investment find dealings 
with the small investor highly profitable. 

Until that time, the savings banks and 
other institutions for the safeguarding of 
money will continue as they have in the 
past to provide facilities for its safeguard- 
ing but to make no effective effort to 
stimulate systematic. savings deposits or 
systematic small investment. — /ngalls 
Kimball, President of National Thrift 
Bond Corporation. 
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Investors’ Indicat f Public Utiliti 
> 
The dividend rate given covers fegular declared dividends on yearly basis. Extra or stock dividends are noted from time to time in 
the comment column on the right, which also summarizes important price-affecting factors. The yield on price is based on regular dividends 
and the last reported sale or bid price before going to press. Latest bid price given in column headed ‘‘Recent Price’ in preference to 
a very old sale. A minus sign before earnings column indicates a deficit for the year in dollars per share. ’ 
INTENDING PURCHASERS should 
read all notes carefully and consult 
“Financial News and Comment.”’ It 
is also well to consult our Inquiry 
Department. 
Earned 
Price Range Pres- Yield 1919 Fiscal 
1916 to Date Re- ent on Re- Dollars Earned Per Share Year on 
——, cent Div. cent - A . Recent Remarks 
High Low Price Rate Price 1915 1916 1917 1918 1919 Price 
Bem Bh. | Wiiesvecevessccs 401 92 92 §$7t 7.7 24.6 25.6 20.9 144 18.6 148 Gross earnings of subsidiaries showing 
increase, net slightly lower, 
Amer, Power & Lt............. e 70 45 *58 4 6.9 4.2 6.4 4.6 49 6.4 11.0 Little affected by poor cenditions among 
other public utilities, ® f 
ee 47 8 *%5 0 0 3.8 5.3 7.1 —0.6 —12.0 0 Situation semewhat better than a year 
ago. 
Benen, Deb, B BDahrciccccee coves 185 91 95 8 8.4 9.5 9.8 9.5 9.9 10.0 10.5 Doing largest turnover in history. I 
Am, W. W. & El. Ist pfd....... -. 86 42 7 166 9.5 10.1 12.9 10.7 8.0 19.1 Financing relative to liquidating accrued ( 
dividends progressing satisfactorily. 
Rk: “GD. ‘ dewndeenecosaside 131 88 85 8 94 116 118 8.8 9.2 10.4 12,2 Business increasing steadily. 
Bklyn, Rapid Transit .......... 93 9 10 0 0 7.4 7.5 6.9 5.5 2.0 20.0 Company needs higher fares, 
SEE GTN  dccececercccscess 488 100 234 6a 2.6 15.2 986.7 60.7 61.6 989.1 16.7 Record year credited for 1920. 
Columb, Gas & Elec............ 69 14 655 5 9,1 0.7 2.3 5.8 6.4 6.5 11,8 Increasing its oil operations, 
Se Bs TA OO Biv in cocncsctcs 67 #17 «#9 0 0 7.4 8.8 5.7 —0.7 7.2 80.0 fs increasing plants and equipments. 
Cons. Gas of BW. Fi... .cccccce 145 72 175 7 9.3 9.2 9.0 7.1 5.7 4.0 5.8 Court allows increase from 80c, rate toe 
$1.20, 
Dotvelt Whleem ...cccccccccccccss 149 «©9891 «(95 8 8.4 18.7 146 10.3 9.0 9.7 10.2 Stock an attractive investment; recently 
, granted higher rates. 
Dotvelt Walt. By. .ccccccccceces 128 «670 «6«*85 8 9.4 15.7 28.0 145 18,0 15,8 18.6 Increased fares to help earnings. Pro- 
posed competition by City. 
La Clede Gas Lt..............:: 119 33 39 0 0 92 11.2 8.6 4.5 1.3 3.8 Adversely affected by increased costs. 
Se GE, aahencdéscedhéenncves 91 56 56 6 10,7 5.4 6.4 6.0 6.0 6.1 10.9 Affected by sharp competition and pes- 
sible rate war. 
DD 2:  cakmesenee bed ease 115 47 48 3 6.2 3.7 8.5 7.0 8.2 4.3 9.0. Operations for 1920 year should reflect 
better conditions. 
North Amer, Co, ........eeee00s 76 #37 ~=«#651 5 9.8 6.1 7.3 6.0 5.4 8.6 16.8 Subsidiary develops large coal mine. . 
Pure Oil Co, (Par $25)......... 144 «630 32° 2 6.3 1.9 2.3 6.1 7.5 5.8 16.5 Formerly Ohio Cities Gas; the oil op- ce 
erations show 40% increase over 1919, P 
Pac, Gas & Elec.............-.- 72 #2 46 5 10.9 10.5 9.1 5.6 5.2 5.9 12.8 Treasury position very strong; granted cl 
rate increase recently. al 
Pac, Tel. & Tel.......6..+.+--- 44 #«17—~=« 38 0 0.6 1.2 1.2 1.3 20 —0.6 0 Makes important improvements. S 
People’s Gas Lt. & Coke........ 118 27 33 0 0 8.4 54 —0.9 —3.5 0.2 0.6 Unfavorably affected by municipal regu- 
lation. is 
Phila, Co, [Pitts.] (Par $50).... 47 21 88 8 9.1 44 5.1 6.2 4.2 3.2 9.7 Oil department in very favorable posi- al 
tion. Earnings show increases, re) 
Pub. Serv, Corp., N. J.......... 137 53 58 4b 7.5 7.9 118 79 61 1.8 84 Gas subsidiary recently increased rates. di 
Rep. Ry. & Lt... ..ccscscseese 39 8 5 0 0 3.0 3.6 5.9 —3.0 —1.0 0 Earnings improving. Subsidiary grant- m 
ed fare increase. in 
es GR SOO a cdace- veccinei< 91 738 °85 7° 48 6.7 8.6 8.0 7.4 7.2 8.5 Rate adjustment to offset high costs. es 
Stand. Gas & El. pfd. ($50).... 48 34 *30 4 13.3 3.1 5.0 3.7 3.3 8.0 26,8 Oil subsidiary proving very profitable. di 
1920 earnings to show increase over 34 
1919, 18 
Present rate the full 8% in cash. at 
eS eer ee re e 9 18 0 0 42 60—10.0 —2.7 —4.38 0 Earnings continue unsatisfactory. be 
Twin City Rapid Transit........ 99 27 36 2% 7.0 6.8 9.2 6.0 2.2 2.6 7.2 Increase of fare to help earnings. an 
Walted T6. & Ry..cs.cccccccsece 55 «618 «*15 «= «6c CO 24 44 42 —0.4. 6.0 40.0 Upward tendency in earnings. Sub- sn 
sidiaries’ customers increase. 
United Ry. Inv., pfd,.......... 40 10 #18 0) 0 3.1 3.5 4.5 3.4 8.2 17.8 To benefit by prosperity of subsidiaries. E tic 
Reorganization of subsidiary will an 
2 strengthen company. wl! 
Western Power, pfd, ..........- 7 646) «(68 6d 10.3 8.4 9.6 94 11,9 17.8 980.7 Heavy demand for output in this ter- th 
ritory, gr 
Western Union Teleg........ .-. 106 76 8 7 84 102 418.6 144 11.6 18.1 15.8 Direct service to South America to be Tl 
. of great benefit. Earnings good. rai 
tAlso 8% in stock payable quarterly. {Stock extra 7%. a Paid 12% in stock in 1919, 10% in 1920, b Omitted last quarterly dividend to 
in 1919. cJanuary, 1920, dividend passed. 4 Dividends accumulated 122%. * Bid price. eit 
so 
















THE MAGAZINE OF WALL STREET 























Cerro de Pasco Copper Corp. 








A Copper Mine in the Clouds 


A Company Well Provided With Reserves of High-Grade Copper Ore—Cannot Secure Full 
Benefit of Its Heavy Silver Production Under Present Low Price for the Metal in the 


HE Cerro de Pasco Copper Cor- 
poration was organized in 1915 by 
American capitalists, for the pur- 
pose of acquiring the properties of the 
Cerro de Pasco Mining Co., the Moro- 








ERRO DE PASCO is one of the 

coppers favored by high grade 

copper ore, and considerable 
silver production which serves to 
reduce its copper production cost 
when applied as a credit. Like all 
other coppers, however, it is suffer- 
ing from poor copper market and 
curtailed production. ore, 
it cannot gain the advantage of the 
domestic price of silver as deter- 
mined by the Pittman Act, but must 
dispose of its silver at the open mar- 
ket price, which at this time is less 
than two-thirds the price of silver 
mined in the United States. This 
disadvantage as compared with do- 
mestic producers, is equivalent to 
about 1%c. per lb. of copper. 




















cocha Mining Co., and the Cerro de 
Pasco Railway Co. Its properties in- 
clude the mast important mineralized 
areas in the department of Junin, Peru, 
South America. 

The mining town of Cerro de Pasco 
is situated on a plateau, 14,280 feet 
above sea level, and in the midst of one 
of the oldest and richest silver mining 
districts of the republic. The silver 
mines were discovered in 1630, and dur- 
ing the following 270 years, it has been 
estimated that the annual average pro- 
duction exceeded 1,500,000 oz. Some 
340 silver mines were in operation in 
1890, and the population was estimated 
at 10,000. Today the inhabitants num- 
ber about 6,000, mostly mining laborers 
and their families, of whom only a 
small proportion is white. 

The mineralized area under exploita- 
tion is a mile wide and two miles long, 
and includes a group of high mountains, 
which on a relief map might suggest to 
the observer a knot tying the two 
great ranges of the Andes together. 
The climate is either wet or dry, the 
rainy season extending from November 
to April. Snow or hail falls at any time, 
either summer or winter, and all sea- 
sons are bleak and disagreeable. On 
account of the high altitude the poor 
native labor is doubly inefficient, which, 
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Open Market 
By C. S. HARTLEIGH 


coupled with the fact that the ores are 
refractory and difficult to treat, makes 
it apparent that mining operations in 
such a locality must be conducted un- 
der severe natural handicaps. 


Outside Pittman Act 


Another unfavorable influence under 
which the company is working at the 
present time is the price of silver, which 
is not salable at 99%4c. an ounce, as it 
would be if produced in the United 
States under the Pittman Act, but must 
be disposed of at around 65c. and under, 
according to the present outside market 
for the metal. The Pittman Act covers 
only silver of domestic origin, that is, 
silver mined and refined in the United 
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States. Metal that is refined in this 
country, but mined beyond our borders, 
does not come under the act. 

The effect of this law is probably of 
greater importance than simply to sup- 
port the price of silver produced in the 
United States, for if we consider the 
fact that the silver production of the 
United States is about one-third the 
world’s total production at this time, 
it will be clear that domestic silver is 
completely taken out of the open 
market, and consequently the quantity 
of metal which serves to supply the 
open market, and affect its price, is 
greatly reduced. Therefore, the Pitt- 
man Act actually has the effect of sup- 
porting the open market price of silver 
above the level to which it would 
gravitate in the absence of such legis- 





lation. This artificial influence on the 
silver market will probably continue for 
the next four years, under the present 
rate of domestic production, 
Regarding Cerro de Pasco from the 
standpoint of a copper producer, it will 
be observed that its profits on silver 
cannot serve to reduce its cost of pro- 
ducing copper to the same extent as 
would be the case if this silver were 
produced in the United States. There- 
fore, the company is at a disadvantage 
in this respect, as compared to copper 
producers in the United States, who are 
in a position to credit their by-product 
silver at 9914c. an ounce as against 65c. 
On a basis of 70,000,000 Ib. of copper 
and 3,000,000 oz. of silver, this differ- 
ence in the market price of silver would 
be equivalent to a little less than 1c. 
per pound of copper, which would be 
a very important item in the case of a 
company whose cost of production is 
near the selling price. However, Cerro 
de Pasco, fortunately, is not running so 
close to the wind as some of our promi- 
nent domestic producers. During 1919, 
it earned $5.66 a share on its outstand- 
ing stock, as compared with $6.59 in 
1918, and $9.85 in 1917. After paying its 
regular dividend of $4 a share, it added 








CERRO DE PASCO PRODUCTION 
RECORD 























the remaining $1.66, or a total of $1,- 
497,547, to its surplus account. This 
surplus would have been just about 
$1,000,000 greater, if the company’s 
silver had been produced under the 
Pittman Act. 


Big Ore Reserves 


The company is well provided with 
ore reserves of various grades. It has 
been estimated that the supply of 5% 


337 























A MINING DISTRICT OVER TWO CENTURIES OLD 


The mining town of Cerro de Pasco in Peru is situated on a plateau over 14,000 feet above sea 


level, in the oldest and richest silver mining district in the werld. 


copper ore is sufficient to last the com- 
pany 20 years. About 4 years’ supply 
is kept blocked out ahead of the smelter 
consumption. Some of the ore is high- 
grade, ranging from 8% to 14% copper, 
and 15 to 70 oz. silver per ton. On the 
other hand, there is undoubtedly con- 
siderable low-grade ore, assaying 
around 2% copper, and even lower, 
which is included in the general esti- 
mates of available ore. 

The company’s total investment in 
mines and development to date is about 
$28,000,000. When the American com- 
pany assumed control of the prop- 
erties, it disregarded old schemes of 
development, and opened the Cerro de 
Pasco property with two tunnels, each 
about two miles long, and five shafts, 
four of which are 410 feet deep, and the 
fifth, or main working shaft, has a 
depth of 800 feet. 

Timber is very expensive in the 
district, and it is used only for shaft 
lining, and for timbering important tun- 
nels. The stopes, from which ore is re- 
moved, are filled with waste rock to 
support the walls and prevent caving 
which might interfere with mining 
operations in adjacent workings. The 
property lies in'a basin, and the mines 
are very wet, especially below the level 
of the drainage tunnel at a depth of 
about 430 feet. Powerful pumps handle 
the water from the lower workings. 


The company’s properties in the Mo- 
rocoha and Yauli districts include the 
Mina Gertrudis, which develops a 6-ft. 
vertical vein of high-grade silver-copper 
ore, developed by a tunnel, and short 
cross-cuts and winzes; the San Fran- 
cisco mine, developed by a 4,000-ft. 
tunnel; the Mina San Miguel, developed 
by two tunnels; and a half interest in 
the Natividad mine, which is developed 
by numerous workings to a depth of 
about 1,000 feet on a 4-foot vein of 
silver-copper ore. The last named 
property is being opened by a new 
tunnel driven under the old workings. 

The company owns extensive coal 
properties north of Cerro de Pasco. 
The two principal coal camps are about 
four miles apart, and about 28 miles 
from the company’s smelter, which in 
turn is 9 miles from Cerro de Pasco. 
The various camps and plants are con- 
nected by branch lines of the Cerro de 


Pasco Railway. The main line of this 
railway, which is operated as a sub- 
sidiary of the Cerro de Pasco Copper 
Corporation, is 83 miles long, running 
from Cerro de Pasco to Oroya, a junc- 
tion point on the Central Railway of 
Peru, 130 miles by rail from the seaport 
of Callao. Including all spurs, sidings, 
and yards, the Cerro de Pasco Railway 
has about 135 miles of standard gauge 
track, laid with 70-lb. rails, on an aver- 
age grade of 1.5%, and a maximum 
grade of 3%. The equipment includes 
14 locomotives, 6 switch engines, and 
more than 300 freight cars of various 
kinds, all of the best American manu- 
facture. The railway is operated on a 
self supporting basis. 

The company’s smelter is at La 
Fundicion, near Tinahuarea, and is 
equipped with roasters, blast furnaces, 
reverberatory furnaces, sintering ma- 
chines, and converters. The 99% blister 
copper from the converters is shipped 
to Baltimore for refining. 

The present smelter is out of date, 
and will probably be superseded by a 
new smelter, authorized in August, 1919, 
and now under construction. The 
plant will be completed in the next two 
years, and will have a capacity of about 
2,500 tons daily. It will be located at 
an elevation some 2,000 feet lower than 
the present smelter, and in a more 
strategic position with respect to mines 
and transportation facilities. 

The company’s hydro-electric power 
plant at Oroya has an available capacity 
of 16,000 horsepower, which is trans- 
mitted to the various properties at a 
pressure of 43,000 volts. . 

The company employs about 2,200 
men at the copper mines, 1,500 men at 
the smelter, and about 1,600 men at its 
coal properties, or a total of about 5,300 
men under recent normal conditions. 


Production and Prices 


Cerro de Pasco’s. copper production 
is shown in the table herewith. The 
production for the first ten months of 
1920 amounts to 43,922,000 Ib., which 
suggests a production of about 52,700,- 
000 Ib. for the year. The company’s 
standing as a low-cost copper producer 
has been maintained in the past by 
virtue of such factors as substantial pro- 
duction, high average grade of ore 


J 


mined, and credit for gold and silver 
produced. During the past year the 
company’s production cost has _ in- 
creased, on account of decreased pro- 
duction, and the declining market price 
for silver. These adverse influences, 
together with the decline in the price of 
copper, will have an unfavorable effect 
on current earnings. 


The price range of the company’s 
shares is illustrated in the accompany- 
ing graph. There are 898,229 no par 
value shares outstanding. They are 
selling low, along with other copper 
shares, and will eventually make a sub- 
stantial profit for present purchasers. 


However, it would be wise to exer- 
cise patience regarding the purchase of 
any copper stocks at this time, for al- 
though they may be near or at the 
bottom, we are not yet in a position to 
know just how wide the bottom of the 
cafion may be into which they have 
plunged, and our carrying charge will 
be less if we can restrain our impulse 
to buy until the shares begin to climb 
the hill on the other side, especially 
with those stocks that have fallen into 
the habit of passing dividends, or are 
about to do so.—vol. 26, p. 30. 





THE TRUCK EXPRESS 


A fully loaded 1%-ton truck recently 
made 935 miles in 24 hours at the Indian- 
apolis Motor Speedway. The fact that 
the speedway is in no better condition than 
the average hard surface road and, in fact, 
is undergoing repairs requiring a tem- 
porary bridge at one part of the track, 
indicates what is possible with a truck 
designed particularly for pneumatic tires. 
When we stop to consider that the dis- 
tance traveled is very nearly the same as 
from New York to Chicago over the high- 
ways, one is brought to a realization of 
what could really be done provided 
proper road facilities and policing were 
available. 


The time has come when we must re- 
vise our ideas of highway travel to a con- 
siderable extent and bring them more 
closely parallel to what we expect over 
the railroad lines. As yet we are only 
scratching the surface of what can be 
done with pneumatic equipment.—Auto- 
motive Industries. 
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Cosden & Co. 








Cosden Maintains Record Earnings Despite Depression 
Interest in Company Assumed by S. O. of Indiana—Affiliation Has Already Brought Results 


HARES of Cosden & Co., since being 
listed on the New York Stock Ex- 
change, have been decreasingly 

active and sagged off in price from 
above 40 to a recent low around 26. 

The plants and producing properties 
of Cosden & Co. have grown out of a 
comparatively small organization begun 
by J. S. Cosden and associates perhaps 
a decade ago. Today the company’s 
refinery at West Tulsa, Oklahoma, is 
among the very largest under independ- 
ent management and as well-equipped 
and efficient as any refinery under 
Standard control. Moreover the com- 
pany’s crude oil production has been 
substantially increased. 

In other words, it looks as though 
Cosden & Co. shares had been declining 
just prior to the company’s greatest 
period of development and prosperity. 


Present Financial Arrangement 


The Cosden & Co. of today is an 
outgrowth of the old Cosden & Co. of 
Oklahoma, apd the Cosden Oil & Gas 
Co. The original companies, now 
merged into one unit, were engaged in 
oil refining and oil producing respect- 
ively. The merger was effected, of 
course, to permit of more efficient 
operations and greater economy. 

The present company has an author- 
ized capitalization, including 1,400,000 
common shares of no par value, and 
$7,000,000 preferred of par value $5. 
There are 719,008 preferred shares out- 
standing and 911,394 shares of common. 
As of October 31, 1920, the company 
had outstanding $8,048,500 in 5-year 
convertible sinking fund gold 6% bonds. 
These bonds are secured by the entire 
properties, present and future, and all 
the assets of the subsidiaries of the 
Cosden Co. They do not mature until 
July, 1932. 

In the old days, the man who had a 
few oil wells in his name was looked 
upon as assured of a comfortable 
fortune. The proprietor of an efficient 
and well-equipped refinery occupied an 
equally enviable position. 

Today, even the huge oil industry has 
been developed to a point where re- 
finers, to be safe, must have oil produc- 
ticn either in their own name or under 
contract. Their equipment is liable to 
lie idle for a Jong while in any other 
case. As for the producers of oil, the 
rapidity with which flush production 
has frequently sunk to no production 
at all and the difficulty of getting their 
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By H. 0. WEBSTER 


oil to market, if carrying or even re- 
finery facilities are not available, have 
all taught the unwisdom of trying to 
go it alone. The oil game was the little 
man’s paradise in the early stages of its 
development. It is now on a basis 
where only the strongest, with ramifica- 
tions extending into all phases of the 
industry, can be counted upon to sur- 
vive. 

It is the lack of just such facilities 
which has jeopardized the position of 
the innumerable small companies or- 
ganized since the oil boom of a short 
while ago. It is the possession of them 
which marks a strong organization. 


Cosden’s Varied Interests 


Cosden & Co. is remarkably well 
rounded. In addition to its oil operations, 
the company is an extensive producer of 
casinghead gasoline, a large percentage of 
which is recovered from gas from its own 
properties. Earnings on the company’s 
casinghead plant have been estimated 
as running very close to 200% a year, 
and the company has a production of 
about 30,000 gallons a day, which rate 
it should be able to maintain for a long 
period to come. 

At one time, the Cosden organization 
operated three refineries, one at Big- 
heart, another at Cushing, and a third 
at West Tulsa. At present Cosden is 
concentrating on the West Tulsa 
branch. 

The West Tulsa refinery is equipped 
to manufacture almost every known 
petroleum product. It has about 70 
pressure stills, which greatly increase 
the yield of gasoline by extracting a 
large amount of gasoline from gas. 
The daily capacity of the plant was 
recently set at 25,000 barrels of crude when 
it is run down to coke and greatly in 
excess of this when used only for a 
skimming plant. 


Largest Production in Oklahoma 


Cosden & Co. has big production in 
Oklahoma, promising producing prop- 
erties in Kansas and some holdings in 
Texas, from which latter comparatively 
little is to be expected. The Texas 
production, recently estimated at 
around 170 barrels a day, was the out- 
come of an extensive drilling campaign 
begun in the Desdemona and Stephens 
County territories in 1919. It will be 
remembered that, when these fields 
were first opened, a concerted rush to 
“get in on the ground floor” was made 





by practically every oil company of int- 
portance in the country, as well as by 
some concerns which formerly had 
nothing to do with oil. Cosden’s disap- 
pointment was not unique. 

Practical oil men expect substantial 
results from the Kansas properties, 
where Cosden has extensive leases. 

The company’s chief production, in 
Oklahoma, amounts to not less than 
11,000 barrels a day, practically all 
settled. The most important property 
contributing to this production is in 
Creek County and covers about 4,000 
acres located in the heart of the Cushing 
field. 


Increasing Earnings 


From an earnings standpoint, Cosder 
& Co. has made remarkable progress. 
For the six months to June 30, 1920, 
earnings after interest and estimated 
taxes, but before depreciation, were 
$6,632,587. This figure would be at the 
rate of $15 a share for the year. It 
contrasts with earnings in the same 
period of 1919 of $4,281,533. 

In commenting on these earnings in 
a statement to stockholders, President 
Cosden said that they indicated earn- 
ings for the entire year of over $12,- 
000,000. His prediction has been amply 
verified, and perhaps sooner than he 
expected; as the company’s operations 
returned over $12,000,000, before taxes, 
in the ten months through October. 

The company’s earning power and 
outlook are much strengthened by rea- 
son of the conservative policy practised 
as regards depreciation. Liberal 
charges against depreciation are made 
on all the properties, the rate in 1918, 
for instance, varying from a minimum 
of 5% on tanks, cars and steel storage, 
to 33%4% on automobiles used in field 
work. The rate on refinery and pipe 
line was 10%. Depletion was computed 
on the basis of the reduction in flow 
and varied from 6% in the Healdton 
field properties, owned in fee, to 34.7% 
on the properties in the Cole pool. 


S. O. of Indiana Interested 


Its great success in the past as wel? 
as its prospect for the future are much 
enhanced by reason of the character of 
the Cosden & Co. management. J. S. 
Cosden has made a solid reputation for 
himself in the oil world. Backing up 
his association with the company is the 
fact that in recent months direction of. 

(Continued on page 347) 
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Have You 
Recorded Your 
Securities? 


As the general tendency im a given trade is but ome of the many factors affecting 
the price of securities representing that industry, the reader should not regard these trade 
tendencies alone as the basis for investment commitments, but merely as one of many 
factors to be considered before arriving at a conclusion. 








CHEMICALS & DRUGS 








At Different Extremes 


manufacturers are seriously considering 
the advisability of a cut in prices. 

The consumer is not in a good position 
to buy at present high prices. Contract 
prices on materials into which chemicals 
go, have been reduced already, and as a 





HE two major divisions of the chem- 
ical industry—industrial chemicals 
and drugs—represent two entirely 


result the manufacturers of these prod- 
ucts are faced with the alternative of 
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Investment Bankers 
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different situations. Thus, while indus- 
trial chemicals are still at their peak, the 
drug markets have been severely hit and 
seem to have “done their bit” with regard 
to the deflationary movement. 
possible to classify together, these two 
branches will have to be dealt with sepa- 
rately. 


Industrial Chemicals 


On the whole, prices are approximately 
double those of 1914. 


Being im- 


A few products, 











CHEMICALS AND DRUGS—Chemical 
prices at peak and buyers are on a 
strike. Orders fewer. Drugs almost 
liquidated. Better business expected. 


SHIPPING—Sharp decline in imports and 
exports. Ocean freight rates drop. 
Many vessels tied up for want of 
cargoes. 

STEEL—Independents in not so good a 
position as the U. S. Steel Corpora- 
tion. Will independents under-sell the 
leading interest? 

RUBBER—Tire industry at 25% capacity. 
Raw rubber selling at lowest, prices 
in history. Immediate situation un- 
favorable. 

OlIL—Crude prices weak. Demand for 
refined products smaller. Lower 
prices all around looked for. 

LEATHER—Signs of renewed activity. 
Exports fall off. Shoe business ex- 
pects turn next spring. 

SILK—Better feeling. Demand for fin- 
ished silk slightly improved. Raw 
silk quiet and at lowest levels. 

















such as citric, sulphuric and tartaric acid, 
are back to pre-war levels, but these are 
specifically used in the drug industry. The 
heavy industrial chemicals, used in vari- 
ous manufactures and in fertilizers, are 


either cutting their production costs or 
selling at a loss. In many cases, they* 
have been able to get raw materials, other 
than chemicals, at lower prices, and they 
are now waiting for chemicals to come 
down before they start large manufactur- 
ing activities. Until these come down 
radically, it is safe to say that they are 
going to do little business with the chem- 
ical manufacturers. 

The latter, of course, appreciate the 
situation and probably would be willing to 
reduce their prices, except for the psycho- 
logical effect they fear this would have 
on the buyers. The situation, therefore, 
has practically resolved itself into a‘*dead- 
lock. On the whole, however, it is ap- 
parent that the advantage rests with the 
consumer and the fact that the manufac- 
turers of chemicals are beginning to fig- 
ure on the possibility of price reductions, 
shows which way the wind is blowing. 

On the score of operating costs, chem- 
ical manufacturers are in a favorable 
position. Coal’ has declined and lower 
contract prices are anticipated for next 
year. This is one of the two important 
items in chemical manufacture, labor be- 
ing the other. There is little immediate 
likelihood, however, that labor costs will 
decline much in this industry. Neverthe- 
less, the drop in coal allows some greater 
leeway, and manufacturers could prob- 
ably see their products decline without 
suffering any untoward hardship. 

In any case, there seems little room 
for doubt that the deflationary movement 
will not finally engulf this particular 
branch of the industry. Considering the 
general state of industry, it is logical to 
expect that the chemical interests will 
make the best of matters and accommo- 
date themselves to the new situation. 


Drugs 
The drug market is in a relatively bet- 


still very high, although there is a disposi- 
tion to cut the price of fertilizers some- 
what. 


ter position than industrial chemicals, so 
far as the outlook is concerned. This 
Owing to the apparent discrepancy be- branch of the chemical industry has al- 
tween chemical prices and prices of other ready passed through its crisis and may 
commodities which have been severely be said to be convalescing. It is true that 
reduced the consuming interests have sat- there is little activity going on but the 
isfied themselves that chemical prices are fact that prices have declined on the av- 
too high. A virtual buyer’s strike has en- ¢Tage about 50% since January 1, 1920 
sued and as a result the manufacturers - (see Table), suggests that this industry 
are finding themselves in a relatively un- has done its major share in getting back 
certain position. The concrete evidence to a more normal basis. 
of the situation is that only one-half of Liquidation has been thorough and it 
the normal contract business has been done is understood that in many cases stocks 
at this date. Under the circumstances, have become depleted. When year-end 
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inventory taking has been accomplished 
renewed buying is confidently anticipated. 
Prices are attractive enough to induce 
buying, although it is not to be expected 
that this will be on the broad scale of 








DRUG PRICES. 
Jan.1, Deo, 1, 
1920 1920 


Camphor (Amer. refined)... $3.30 $1.20 
Cream tartar 55 40 
4.00 

25 

45 

17 
.69 4 
(Rie) ‘ 2.75 
Rhubarb root, C. R........ = 
29 














last year on account of the general indus- 
trial depression. Nevertheless, a greater 
measure of stability ought to be attained 
and consequently a better foundation for 
business dealings. 





SHIPPING 











Exports and Imports Decline 


NOTWITHSTANDING the unfavor- 
able exchange situation, September 
and October exports showed a gain, but 
this was due to the fact that shipping or- 
ders were executed on contracts made in 
back months. In November, the effects 
of the general slump in foreign buying 
were more apparent, exports showing a 
decline of 10% from the previous month. 
The exchange situation is not the only 
drawback. Europe and other parts of the 
world are going through a period of de- 
flation, quite comparable with ours. Busi- 
ness has slackened and the need for our 
products is not so pressing and where 
there is need, there is no money to buy. 
In addition, foreign manufacturers, espe- 
cially in Europe, are loaded with taxes 
so high that the burden has become very 
great. This has interfered with buying of 
our raw materials, which would have 
otherwise been used in manufacturing the 
finished product. Under present condi- 
tions, shipping interests have to depend 
to a large extent on the foreign demand 
for grain, foodstuffs, etc., which are the 
only commodities going out in volume. 
This is an unsatisfactory situation and de- 
scribes the plight of the exporters and 
consequently the shipping interests. 

For the greater part of the year, ocean 
freight rates have declined so that they 
are now not far above 1914 levels. 
Coal can now be shipped from Hampton 
Roads to Rotterdam for about $4.50 a 
ton, whereas in November, 1919, it cost 
$23 a ton. While other ocean rates have 
not declined so much in proportion, never- 
theless the decline in coal rates, roughly 
speaking, is fairly typical of the general 
situation. 

On the present basis, the shipping in- 
terests cannot make any money. Nor 
does it look as if the situatjon will im- 
prove for some months. The decline in 
November exports was merely a start in 
a general direction. Indications are that 
in December and January there will be 
some further striking declines. This is 
a condition which will probably continue 
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To Think of Bread 
Is to Think of 
WARD 


Due to constant demand for 
food products, the stock of the 
Ward Baking Company of New 
York occupies an investment 
position of unique strength. 


Regardless of industrial or 
financial depressions, everyone 
must eat. Certain table lux- 
uries may be discarded, but 
bread still remains “the staff of 
life.” 


Moreover, this company’s ag- 
gressive campaign of newspaper 
and street car advertising, per- 
sistently followed up by alert 
merchandising, have thoroughly 
distributed Ward Bakery Prod- 
ucts throughout the country’s 
greatest centers of population. 


Sales reports show an increase 
in business of approximately 
100 per cent. in four years— 
and all indications point to a 
continued increase in demand. 


As dealers in unlisted securities 
specializing in Ward Baking 
stock, we have issued a circular 
on this company which will be 
sent at your request, accom- 
panied by a recently published 
book, 


INVESTMENTS 


IN NATIONALLY KNOWN 
COMPANIES 


We solicit your inquiries 


Tobey & Kirk 


FOUNDED 1873 
MEMBERS NEW YORK STOCK EXCHANGE 
25 Broap Street, New. York 


throughout the balance of the winter 
months, ~ 

The most striking and significant fea- 
ture of the situation is that imports have 
declined steadily since last June. Novem- 
ber imports show a decline of 45% since 
last June when the maximum was reached. 
Not for 15 months has the volume of im- 
ports been so small. 

Shipping activities are at a low ebb. 
The U. S. Shipping Board has 50 vessels 
tied up in New York. A similar situation 
prevails in other ports. The Pacific ship- 
ping interests have been hit to the same 
extent as those operating in the Atlantic 
routes. Keen competition exists for what- 
ever trade may be had and although ocean 
freight rates have declined considerably, 
further declines are anticipated. 

A sign of the times is that the Shipping 
Board is said to be considering a sharp 
downward revision in the price of its 
ships. It is now asking $160 to $175 a 
deadweight ton for coal burners and $175 
to $185 a ton for oil burners. Instead of 
this a price of about $100 a ton is looked 
for. In this manner, it is hoped that Gov- 
ernment owned ships can be transferred to 
private interests more rapidly than they 
have been in the past, owing to the ex- 
cessive prices demanded by the Shipping 
Board. 

The situation can be summed up by say- 
ing that there is a surplus of tonnage for 
immediate needs. This explains the prac- 
tically complete cessation of new building. 
The shipbuilding industry, except for 
strictly naval projects, faces a long period 
of inactivity. As for the ships afloat, 
their owners, for the most part, will con- 
sider themselves fortunate, if they can 
make both ends meet during the next few 
months. 
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Independents vs. Steel Corporation 


CONDITIONS differ greatly in the 

steel industry. The leading interest 
continues nearly fully occupied while the 
independents are in the doldrums. Ac- 
tual output for the Corporation continues 
at a 90% rate, with the independents 
struggling along at something like 35% 
capacity. This latter rate, however, is 
not a fair index on account of the slack- 
ening activity caused not only by the in- 
dustrial depression but by the usual year- 
end adjustments and holidays. A more 
reasonable estimate would’ probably be 
about 45%, but the first two weeks in 
January will afford a better idea as to 
the actual rate of production with regards 
to independent operations. 

While U. S. Steel Corporation unfilled 
tonnage has dropped, the Corporation, 
nevertheless, is booking a considerable 
amount of business. It is understood that 
sufficient orders are on hand to ensure the 
operation of the plants, on the present 
output basis, for the next 6-7 months. 
Although the: independents have reduced 
their prices practically equivalent to the 
U. S. Steel or Industrial Board basis, 
they have not beén able to take any busi- 
ness from the leading interest. 


As a matter of fact, the contrary seems 
to be true, as the Corporation is now 
getting some of its business from entirely 
new sources. This latter bears out the 
impression that as between the Steel Cor- 
poration and the independents, the former 
is in a much better position with regard 
to getting new ‘business. In fact, it is 
hardly probable that the leading interest 
will suffer at all next year, comparatively 
speaking, while the independents will have 
to struggle along with what business they 
can find. 

This brings up the question as to 
whether the independents may not shade 
prices under those recently \ established, 
in order to get a bigger share of the avail- 
able business. This is a question which 
is now uppermost in the minds of those 
engaged in the steel trade. Those who 
disclaim any such possibility give two 
reasons: (1) It is not expected that fur- 
ther price reductions will induce a suffi- 
ciently great amount of buying to make 
this drastic step profitable; (2) produc- 
tion costs are still too high to permit such 
a step. 

The independents, nevertheless, seem to 
be faced with an unpleasant dilemma. 


U.S. STEEL 
CRUCIBLE 


To Dec.31. 


Shall they adhere to the present price 
schedule, allowing the leading interest to 
compete successfully against them or shall 
they reduce prices again and operate on 
what may turn out to be a losing basis? 
This is the general situation and it would 
seem that nothing short of a general re- 
vival in buying can help these interests. 
From a strictly economic viewpoint, it is 
hardly possible, unless buying improves 
considerably, that further price cuts can 
be avoided. This is the outlook, and, al- 
though it is by no means a certainty, in- 
dications seem to point to some such re- 
sult. At the same time, it is obvious, even 
if the independents are not compelled to 
shade prices again, that every effort will 
be continved to get operating costs down 
to the lowest possible level, something 
which is already being attempted with re- 
gard to wages. This would, of course, 
tend to offset possible price reductions. 
The next few weeks will probably prove 
critical for the independent interests. If 
the rate of consumption should decrease 
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considerably in January, the steel industry, 
speaking generally, will not be able to get 
through the present business adjustment 
without considerable hardship. However, 
at this point it is absolutely impossible 
to accurately estimate what may happen 
during the coming month, and an opinion 
therefore must be held in abeyance. There 
is one thing practically certain, however, 
and that is that the kind of a revival which 
would result in a general advance in prices 
can hardly come to pass for probably the 
first half of the year, at least. 





LEATHER 











The Gloom Lessens 


HE leather industry has been en- 
shrouded in gloom for such a long 
time that any development which is not 
positively bearish is regarded as a hope- 
ful sign. In fact, there have been signs 
recently which would seem to suggest that 
the bottom was reached some time ago. 
For one thing, prices have held relatively 
firm over a period of months, indicating 
that powerful resistance is afforded and 
that liquidation has been nearly completed. 
There is also the fact that sentiment is 
improving, which is perhaps a_ psycho- 
logical reaction but which is based on the 
positive opinion of the industry that the 
worst has already been seen. 

Not that all is rosy. The shoe industry 
is working at only about 40-50% capacity. 
Buying for the Spring months has been 
poor and few salesmen on the road are 
turning in orders of consequence. The 
volume of shipments for immediate con- 
sumption, however, is considerable which 
means, of course, that in many cases re- 
tailers have allowed their shelves to be- 
come depleted. With the latter business 
coming in at a fairly satisfactory rate, 
New England factories are operating on a 
little better basis than that of a few weeks 
ago. 

The real revival is anticipated in Spring 
when orders for Fall will have to be 
placed. By that time, it is expected that 
retail shelves will have become so depleted 
that a substantial amount of business will 
come in. Possibly by April the shoe 
manufacturing plants will be running on 
a nearly maximum capacity basis. 

Optimism over future months, so far as 
concerns the domestic situation, seems fair- 
ly justified. The foreign situation, how- 
ever, is not nearly so promising. Exports of 
finished leather goods dropped to $3,000,- 
000 in November. This compares with 
$5,500,000 in October and $5,100,000 in 
September. The extent of the decline in 
exports may be appreciated from the fact 
that in July, 1919, exports amounted to 
$20,000,000. 

To some extent, the leather industry 
in this country has become dependent 
on the foreign demand. During the 
past few years, the manufacturing plants 
have been geared up to meet just such 
a demand. Naturally the very consid- 
erable drop in exports and the proba- 
bility that there will be no great improve- 
ment for a considerable period has very 
definite meaning to the leather interests. 

Imports, of course, have shown a de- 
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A “Picked” 


Audience 


Hard to find these days is 
an audience which is com- 
posed almost entirely of a 
keenly interested group of 
prospects. But for the in- 
vestment house offering 
sound investments assuring 
a fair return, such an audi- 
ence exists. Through the 


Commercial Edition 


Herald al — 


you can reach just such pros- 
pects, numbering thousands. The 
business man reads the Com- 
mercial Edition; so does the in- 
vestor, the banker ; in fact, so do 
thousands of Chicago’s most 
successful executives. They read 
it because it furnishes them with 
financial and busiaess infforma- 
tion, reports of all the markets, 
a survey of foreign trade condi- 
tions, news of the industrial 
world, and other information of 
like character. 





Whay an audience for you to 
talk to! 


Tell your story to the more than 
340,000 readers of the Herald 
and Examirier, and it will appear 
in the Commercial Edition—at 
no additional cost to you. You 
are, in effect, getting space in 
two mediums for the price of 
one. 
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The largest 3-cent morning 
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cided shrinkage. For the first ten months 
of the year a total of 432,000,000 pounds 
of all raw leathers was imported against 
a total of 690,000,000 pounds for the pre- 
vious year. Making proper allowances 
for the difference entailed by the lack of 
statistics covering imports for the last 
two current months of the year, it is still 
evident that imports have declined very 
considerably. In fact, they are below pre- 
war levels with the single exception of 
sheepskins. 

While the foreign markets are not so 
promising, the home market is neverthe- 
less large enough to ensure a greater 
amount of business than has been the case 
in the past few months. The Philadelphia 
market is relatively active and it is under- 
stood that some good orders have been 
placed there. The Boston market con- 
tinues sluggish but is not weak. Senti- 
ment is decidedly more cheerful, and 
while the general leather industry has a 
long road to travel before it can regain 
real stability, nevertheless, it can look for- 
ward to a future that is by no means as 
bad as it seemed only a few months ago. 





OIL 











Concrete Evidences of Deflation 
FOR a long time, it has been evident 

that the oil industry would sooner 
or later be compelled to fall into line with 
other industries. Even while enthusiasts 
were disclaiming any such possibility, 
prices here and there began to show signs 
of weakness. Lately, however, the move- 
ment has become pronounced and it now 
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To Dec.J)1. 


seems that nothing can stop its attaining 
greater momentum. 

In the past two weeks, there have been 
some significant developments tending to 
indicate the future course of events. Thus 
the Prairie Pipe Line Co. has reduced its 
crude oil runs 70% beginning December 14. 
Action has been taken in reducing the 
price of tank wagon gasolene 1% cents in 
the Kansas City locality. Of greater sig- 
nificance is the cut in Corning crude oil 
from $4.25 to $4.00 a barrel and in West- 
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ern Kentucky from $4.00 to $3.75. These 
are the first instances of a reduction in 
crude oil in the East for a very long 
period. 

While these developments have been 
due to domestic conditions, the export 
field is also beginning to show lessening 
activity. Export movements in gasolene 
are getting lighter. Few foreign inquiries 
of importance are coming in, while a con- 
siderable amount of back orders have al- 
ready been filled. * 

As indicated by the domestic markets, 
demand: is falling off and most refined 
products are inclined to be easy. Lubri- 
cants, especially, are weak, but this has 
been a situation of several months’ dura- 
tion. Kerosene movements are not so 
good as formerly and gas oil is distinctly 
headed downward. Fuel oil supplies are 
increasing daily and consumers are hold- 
ing off. .This is particularly true of ship- 
ping, as a number of oil burners are laid 
up. The industrial situation is likewise 
resulting in a reduced demand for this 
commodity. 

While several areas report a falling off 
in production, the total output still con- 
tinues very high. The Wyoming situation 
is interesting. Operations there are show- 
ing a substantial increase over previous 
years. It is expected that many permits 
to drill will be granted shortly and the 
coming Spring should show a large in- 
crease in new work over other years. 

Mexican oils are coming in at a very 
large rate. This is no inconsiderable fac- 
tor in producing a potential over-supply 
in heavy oils. 

Broadly speaking, the situation is one 
of high production at a time when de- 
mand is falling off. While part of the 
decrease in demand may be ascribed to 
seasonal factors, the general economic 
situation is responsible for the bulk of it. 
It is possible of course for the industrial 
situation to improve before the oil in- 
dustry is involved in a drastic readjust- 
ment similar to that of other industries, 
but at present writing it does not look as 
if this will be the case. Certainly so far 
as the immediate future is concerned, 
present developments foreshadow a period 
when resistance to lower prices will be- 
come more feeble. 





RUBBER 








Lifeless Market Continues 


(THERE has been practically no change 
in the rubber market during the past 
few weeks except that all grades declined 
another cent or two. Raw rubber today 
is selling at its lowest level in history. 
Depression in the industry is the result 
of two factors: the slump in the demand 
for tires and over-production in the Far 
East plantations. Imports are naturally 
on a very small scale. In November 6,448 
tons of raw rubber were imported as 
against 15,674 tons in November, 1919. 
Some of these imports are for the ac- 
count of manufacturers who believe that 
present prices are attractive enough to 
warrant purchase, even if the stuff pur- 
chased does not go into manufacture for 
many months. In other words, some of 
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the current imports are for storage pur- 
poses, indicating that while imports are 
small, even less is going into actual con- 
sumption. 

Practically all lines of the rubber manu- 
facturing industry are operating at low 
ebb. ‘Fhe policy of curtailing output is 
being faithfully followed. Indications are 
that there will be no activity in tires, 
mechanical rubber goods, rubber foot- 
wear, etc., until buyers come into the mar- 
ket. The manufacturers are going to take 
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no chances in piling up stocks with the 
outlook so uncertain. Not only that, but 
they still have to liquidate a good share 
of the stocks which they have on hand 
and which were manufactured out of 
high-priced raw material. 

The tire industry is working at about 
25-30% capacity. There is a very high 
rate of unemployment in the tire-manu- 
facturing districts. It is estimated that 
in Akron alone, over 50,000 are out of 
work. The attached graph shows the de- 
cline in sales of the Goodyear Co. and as 
the latter is representative of the tire in- 
dustry, a good idea is gained of the pres- 
ent situation. 

There are some encouraging features, 
however. Many manufacturers now feel 
that it was a great mistake to specialize 
completely in tire-making. They are now 
considering the advisability of broadening 
their fields so as to ensure greater stabil- 
ity. Had this policy been followed be- 
fore, the tire manufacturers would have 
now been in a much better position. 

The most favorable feature, of course, 
is that while prices have dropped, manu- 
facturing costs have also come down. 
Thus, there have been some fairly heavy 
wage reductions. Coal has also dropped. 
Many of the raw materials used in the 
manufacture of sundry rubber articles are 
now at a price very attractive to the 
manufacturers. Among these are certain 
chemical and compounding materials, cot- 
ton fabric and raw rubber itself. 

These favorable developments are of 
ultimate consequence, however. They 
hardly enter into the immediate situation. 
For the present, the problem before the 
manufacturers is to get rid of their sur- 
plus stocks in the face of a dormant mar- 
ket. This is working out slowly. Never- 
theless, it is working, and considering the 
very drastic reduction of output, it is only 
a question of time when present stocks 
will finally find their way to the consumer. 
There is no doubt that there will be some 
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4500 EUCLID AVENUE 


“Any industrial progress lies in the ability te measure.” 


THE BEDAUX 
POINT SYSTEM 


of Industrial Measurement is to I that which the C G § 
system is to Science, and the wenders operated threugh the use of 
both are comparable. 

The results obtained by the Bedaux Point System of Industrial 


Measurement are: 
Protective Remuneration 


Capacity of Workman and Department Expressed 
in Uniform Unit: “The Peint” 

Logical Apportionment of Overhead 
Comparison Between Standard and Actual Costs 
Scientific Planning and Scheduling 
Scientific Control of Material in Relation to Labor 


The Chas. E. Bedaux Company 


INDUSTRIAL ENGINEERS 
CLEVELAND, OHIO 
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PRUDENCE-BONDS ARE FOR 
PEOPLE WHO PLAY SAFE 


Prudence-Bonds are the type of security that appeals to 
people who play safe. They are a form of investment that 
for centuries has attracted thrifty people. 


They have land behind them. 
They have buildings behind them. 
They have selected first mortgages behind them. 


They have our entire resources behind them, guaranteeing 
uninterrupted interest on your principal, and guaranteeing 
your principal, as long as that principal is invested. 


Invest your January funds in Prudence-Bonds. Write for 
booklet No. M-W 107. 





THE PYRAMIDS 
&S STRONG 





INVESTMENT CORPORATION [yes cincr 





31 Nassau St., New York 162 Remsen St., Brooklyn 


D 
GUARANTY TRUST COMPANY, Trustee of this issue $1,000, $500 
and $100 
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Intelligent 
Rest 






a = ™ >) 
The head of a giant enterprise 
was asked the secret of his glow- 
ing vigor and untiring energy. 
His reply was “Intelligent rest. I 
set aside rest time and I never 
waste it.” 

What is this vital Intelligent 
Rest? Not just an idling holiday 
or a mere vacation; but time off 
amid beautiful, restful surround- 
ings — friendly companionship 
and absence of cares, sport if you 
like it, tempting meals leisurely 
eaten, deep sleep, and above all, 
the intelligent looking over of 
your human machine and its mar- 
velous engine, your heart. 

Intelligent Rest! It puts a new 
sparkle in your eye, a real punch 
in every muscle—and gives the 
inspiration, born of absolute con- 
fidence in an unhampered ability 
to do. 


In this connection: 


THE (SLEN 
SPRINGS 


WATKINS GLEN, N. Y., on SENECA LAKE 
WILLIAM E, LEFFINGWELL, President. 


THE PIONEER AMERICAN “CURE” 
FOR HEART DISORDERS 


The ability of The Glen Springs 
to afford intelligent rest is fully 
recognized in the medical world. 
It gives your human machine, 
especially the engine, your heart, 
careful overhauling—detects and 
corrects any weakness in time to 
the best of human ability. 

Its Nauheim Baths, chemical 
and X-ray laboratories and scien- 
tific treatments, under the direc- 
tion of physicians, are particu- 
larly adapted to heart disease, 
circulatory, kidney, nutritional, 
and nervous disorders, rheuma- 
tism, gout and obesity. It is the 
only place in America where the 
Nauheim Baths for heart and cir- 
culatory disorders are given with 
a natural, calcium chloride brine. 

Situated in the beautiful Finger 
Lakes region of New York State. 
Clear, dry, invigorating atmos- 
phere. Every comfort and con- 
venience for you and your family. 
Open the year round, but in- 


vigorating Winter fs the most de- 
sirable time to begin your regular 
periods of Intelligent Rest. 
Illustrated booklets with detailed infor- 
mation will be sent on request. 











improvement before many months go by 
and we would not be surprised to see a 
renewal of activity before that. 





SILK 











Sentiment Changes 


HILE there have been no develop- 
ments of a startling nature either 
way in the silk industry in the past few 
weeks, it is evident that most interests be- 
lieve that the worst is over. The situa- 
tion, however, is highly mixed, some of 
the silk markets doing better than others. 
Raw silk, China, Japan and Italy have 
been holding firm although the actual 
business is slight. The Japanese markets 
are still feeling the abstinence of the 
American importing interests who seem 
disinclined to do any large business. For 
the present, the importer has the advan- 
tage as he knows that there is nothing in 
sight to justify rising prices, so that his 
position is more or less secure. He also 
hesitates to make commitments in the raw 
material, aware of the fact that stocks in 
the market are sufficient to meet current 
needs. Business in the Milan silk market 
is practically stationary. European manu- 
facturers and importers are well supplied, 
and do not anticipate any immediate de- 
mand of proportions. 

Finished silks are in a somewhat better 
position than they have been recently. The 
broad silk market is slowly getting into 
a stabilized position, and while there is 
no big buying, the manufacturers no 
longer feel so apprehensive as they did a 
few months ago, when it was difficult to 
sell broad silk at almost any price. So 
far as the broad silk market is concerned, 
buyers and sellers appear to be in a sort 
of waiting position. Neither wishes to 
appear over-anxious, although if the buy- 
er could be induced to make fair bids, 
sellers would, no doubt, make suitable con- 
cessions. However, they are no longer in 
the mood to sacrifice their goods, which 
in itself is a sign of a somewhat changed 
position. 

The throwing interests report good 
business. Stocks are low and there has 
been considerable buying of a necessitous 
scrt. There seems to be the prospect for 
a few weeks of brisk business in this de- 
partment. 

About 20% of the silk looms in this 
country are operating. This is probably 
an excellent thing for the industry, so far 
as long-range prospects are concerned as 
there can be no doubt that more than 20% 
of the stocks on hand is being moved. 
Christmas buying while not up to expec- 
tations, nevertheless, has been fair, and 
some fortunate retailers are understood to 
have moved a good proportion of their 
stocks. Im any case, the very extent of 
the curtailment in production, indicates 
the near possibility for a revival in ac- 
tivity which will produce better results 
for this industry than has been the case 
in the past six months. While the out- 
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look does not appear excessively bullish, 
there is good reason to believe that the 
silk industry has indeed seen the worst 
and that some moderate improvement can 
be anticipated in the near future. 





RAILROADS BROKE RECORDS IN 1920 


In a comprehensive review of railroading 
in 1920, Thomas DeWitt Cuyler, chairman, 
Association of Railway Executives, said 
in part: 

“This is the record year of American 
railroad operation. Not only has a larger 
gross tonnage been moved than ever be- 
fore, but new records have been estab- 
lished in the amount of transportation got- 
ten out of each car. Even during the war 
year of 1918 the highest performance was 
494 ton miles per car per day, while for 
August, 1920, the average was 557, and for 
September and October, 565. 


“The statement is being made in vari- 
ous quarters that the railroads will shortly 
seek a further increase in rates. I know 
of no movement on the part of the rail- 
roads for a general increase in rates, nor 
do I expect any. It is true that the rail- 
road companies are not yet receiving from 
the increased rates anything like the 6% 
return needed. But the railway executives 
realize that they are trustees of a great 
public interest in the reduction of rail- 
road operating expenses to the lowest pos- 
sible figure, and every effort will be made 
during the coming year to accomplish this 
by further economies and efficiency. 

“Private ownership and operation of 
railroads as a measure of sound public 
policy rests largely upon its superior effi- 
ciency and economy. In my judgment the 
American railroad companies during the 
present year have fully justified, and dur- 
ing the coming year will make every ef- 
fort to continue to justify, the support and 
confidence which public opinion in gratify- 
ing measure has already accorded them.” 





“AMERICAN BANKS HAVE 
ACCEPTANCE POWER OF 
$3,847,000,000,” SAYS 
ROBERT. H. BEAN 
(Cc ontinued from page 295) 











tions and banks throughout the United 
States since January 1, 1920, an aggregate 
of over $1,380,000,000 of acceptances. 

“The Federal Reserve banks have been 
giving splendid support to the develop- 
ment of the open discount market. This 
support is being availed of to a less and 
less degree as the market develops. 

“The idea of lending money on call 
against acceptances as collateral and at 
a preferential rate is growing in favor 
and as this feature develops the market 
will be strengthened. 

“Sound credits are of importance to 
everybody, particularly to the banker, es- 
pecially in these times of inflation. The 
trade acceptance needs explanation rather 
than defense. It has proven its efficacy 
and beneficence. Its benefits are acknowl- 
edged by satisfactory users in every line 
of business, who are enthusiastic in pro- 
claiming its merits.” 





























GERMANY’S DEMORALIZED 
RAILROADS 
(Continued from page 300) 
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terest8” becoming the boss of over a 
million men is as the red flag to the 
bull. And the red flag is already re- 
ceiving enough attention in Germany. 

The formation of the Federal Rail- 
road Stock Company under the direct 
supervision of the Minister of Trans- 
portation advised by a carefully selected 
board of experts, is the one scheme that 
sounds plausible. Whether it would 
prove practical depends entirely upon 
whether the German people, with par- 
ticular reference to the railroad em- 
ployees, can rid themselves of meta- 
physics and socialistic flapdoodle long 
enough to see what is obvious. 

The first obvious difficulty lies in the 
excess number of men on the payroll. 
If Germany employed 740,502 men six 
years ago and employs 1,043,620 now, a 
child knows that she.is employing at 
least 303,038 too many at the present 
time. And when too many men are 
employed, there are always a number 
who should be weeded out on the plain 
ground of inefficiency. Also, the Ger- 
man Reich paid too much for the roads 
when it took them over. Passenger 
rates are too low and freight rates 
much too low. There is a tremendous 
amount of hauling being done in Ger- 
many today and the central Govern- 
ment should be paid for it. Unneces- 
sary repairing should be stopped until 
the deficits show a tendency to decrease. 

As to the employees themselves, they 
have the choice between working twice 
as energetically and four times as 
sympathetically, or eventually walking 
home, for there will soon be no trains 
to haul them unless they do. 





MAINTAINS RECORD EARN- 
INGS DESPITE DEPRESSION 


(Continued from page 339) 











the company’s affairs has been largely 
assumed by interests associated with 
the Standard Oil Company of Indiana. 
During the period in which these new 
interests have been acting, Cosden’s 
operating expenses have been materi- 
ally reduced and better prices have been 
obtained for its products. 

But few common stocks of oil com- 
panies outside the Standard group can 
safely be recommended as investments. 
Some former S. O. subsidiaries, in fact, 
as, for example, Galena Signal Oil and 
Union Tank Line, have a speculative 
tinge. But unless the proven possi- 
bilities of such a company as Cosden 
are to disappear overnight, its common 
shares, now selling around 26, are en- 
titled to the rating of a promising spec- 
vestment. There may be more than a 
little truth in the report that strong 
interests have been accumulating this 
issue. The preferred shares and the 
company’s bonds have distinct merit 
as investments.—vol. 26, p. 562. 


for JANUARY 8, 1921 







The Preeminent Work on 
Corporate Finance 


Just Published 





In Five 
Volumes 


The Financial Policy of Corporations 


By Arthur Stone Dewing 
Assistant Professor of Economics, Harvard University 


A practical study of the financial structure and the financial problems of busi- 
ness corporations. 

Its author, during his long and active experience with representative enterprises 
of our time, has assisted materially in the formulation of the accepted principles 
of modern finance. Dr. Dewing’s years of intensive research have given him an 
intimate knowledge of financial history which enables him to complement and 
illustrate his work with many hundreds of notes and precedents. 

The preparation of these volumes has covered a period of fifteen years. Since 
its inception, the work has been in a continual process of revision to temper its 
material and keep it absolutely up-to-date. 


The Interrelation of Finance, Law, Accounting 


This work will be of immediate specific value to all who have to decide financial 
questions or deal in any way with corporations—bankers, lawyers, and account- 
ants as well as corporate officials, engineers, and investors. It will give them a 
thorough understanding of the operations of corporate finance, and offer prac- 
tical guidance in administering their business affairs wisely and with broad 
judgment. 

Clear, Comprehensive Information 


For accuracy, thoroughness, and authority Dr. Dewing’s work stands head and 
shoulders above other books on the subject. It is published as a set of five con- 
veniently sized volumes, each dealing specifically with one aspect of corporate 
activity. 

I Corporate Securities. Takes up the nature and variety of stocks and bonds, 
explains their provisions, and discusses the circumstances under which each 
should be used. 


II Promotion. This volume covers the work of promotion—the respective parts 
of promoter and banker; formulating the financial plan of new enterprises or 
consolidations; the machinery of security selling. 

III The Administration of Income. Deals with charges against income and 
disposition of remainder. It discusses the creation of reserves and sinking funds, 
eee of surplus, and practical considerations governing the declaration 
of dividends. 


IV Expansion. Concerns problems and methods of expansion. It takes up deter- 
mining whether expansion is profitable; railroad and utility consolidation; the 
“community of interests”; sources of capital; privileged subscriptions. 


V Failure and Reorganization. The procedure of reorganizing bankrupt enter- 
prises—working up the new financial plan; removing the causes of failure; 
raising fresh capital; treatment of the old security holders, 


Five Volumes, 953 Pages. 
Volumes not sold separately. 


Judge This Work Itself 


That you may fully appreciate the value 
to you personally of this new work, we 
will send a set for examination, upon re- 
ceipt of the attached coupon, properly 
filled out. Within five days of receiving 
the books, send us your check for $12.00 
in full payment, or return the set. 


Pee eee eB eB eB eB eee eB eee eee ee eee eS 
THE RONALD PRESS CO. 
2 Vesey St., New York City 


Please send me for examination Dewing’s 
“Financial Policy of tions.” Within 
5 days I agree to remit $12 in full pay- 
ment or return the five volumes to you. 
(Orders from outside the territorial limits 
of the United States must be accompanied 
by cash in full which will be refunded if 
the books prove unsatisfactory.) 


BEUUNE wechcegncansshoceuetenstsondenseescducse 

The Ronald Press Company 0 cen Tel ale Reade 
a ee eee Sepalvcsanebaoce 

20 Vesey Street New York City & Business Firm and Position...............- 


| RENN TI LL TTT CN 














Bureau of Canadian 
Information 


THE Canadian Pacific Railway, 
— its Bureau of Canadian 


Informa will furnish you with 
the Lae reliable information on 
every phase of industrial and agri- 
cultural development in Canada. 
In the Reference Libraries main- 
tained at Chicago, New York and 
Montreal are complete data on 
natural a ang = climate, labor, 
transportation, business openings, 
ete., in Canada. Additional data 
is constantly being added. 

No charge or obligation attaches 
to this service. Business organi- 
zations are invited to make use of 
it. 


Canadian Pacific Railway 


Department of Colonization 
and Development 


165 E. Ontario St. Chicago 
1270 Broadway New York 
335 Windsor Station Montreal 








PORT A BLE 
ADJUSTABLE 


Directors of big business, Ss ~ so trying to 
increase office efficiency, end 


The “SATELLITE” 


TYPEWRITER STAND 






The “Satellite” 
can be adjusted 
in a few moments 
to any height de- 
sired. Rolls easily 
on heavy casters. 


Out of the wa 
when not want 

Made entirely of 
steel, will last 
forever. Will not 
weaken with use. 


New metal top 
makes typewriter 
almost noiseless. 


Guaranteed satisfactory. Used by thou- 
sands. The “Satellite” has proved valuable 
as as dl saver and efficient accessory 

such offices as The St Co. Under. 
wood Ty poweieer, J. P. Morgan & Co., Th 
Larkin , Dayton Engineering La 
ries, etc., ‘ttc. Learn more about the “Satel- 
lite.” The price is low. Write Dept. D. 


Adjustable Table Co. 


GRAND RAPIDS, MICHIGAN 
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BOND YIELDS AND COMMODITY 
PRICES 


Editor, Tae MAGAzINE oF WALL STREET: 

Sir: An article in your issue of No- 
vember 13 by Mr. G. C. Selden on 
“Powerful Factors Working in Money 
and Bond Market” revives a theory that 
I have never been able to reconcile with 
the basic principles of prices and credit. 
Under the sub-topic, “Bonds and Cost of 
Living,” it is explained that fluctuations 
in bond prices are due—in part at least— 
to the buying power of the coupon; that 
a 3% coupon which in 1906 was worth 
three one-hundred-cent dollars is now 
only worth three fifty-cent dollars and 
therefore the bond is less attractive and 
changes hands at a low®figure. This 
same theory has been used extensively in 
Tue MAGAZINE oF WALL Street in other 
articles on bond prices and (as Mr. Sel- 
den points out) is dwelt on quite fully 
in “A Century of Prices.” This would 
be true enough if the bond were sold for 
one-hundred-cent dollars at all times but 
such is not the case. When the coupon 
is worth only three fifty-cent dollars, or 
$1.50 (of buying power) then the bond 
itself can be bought for one hundred 
fifty-cent dollars or $50.00 (of buying 
power) if the coupons were denominated 
in some different unit from the bond. 
That is, if the bond called for payment 
of one hundred gold dollars of standard 
fineness, etc., and the coupons were pay- 
able in wheat, then the bond price would 
fluctuate, depending on the relative prices 
of wheat and gold; but as long as the in- 
terest coupons are denominated in a fixed 
ber cent of the face amount of the bond, 
I can see*no way that depreciation of one 
does not proportionately depreciate the 
other. 

There is no doubt that bond prices— 
or better, bond yields—move with com- 
modity prices in a general way. This is 
probably due largely to psychological fac- 
tors. When prices are rising, money is 
growing cheaper. One who purchases 
bonds is laying aside present wealth to 
provide for the future—hoarding, if you 
like. We are not nearly so likely to 
hoard or accumulate a commodity which 
is falling in value as we are one whose 
value we believe will appreciate. This is, 
of course; tied up with the cycles of ac- 
cumulation and dissipation of capital. As 
prices rise, people tend to value money 
less and the things which it will buy 
more. This is true, not only of economists 
and theorists who may understand ‘he 
“whys and wherefores,” but of every one 
down to the common laborer. As prices 
fall and wages decline, we find on every 
hand apprehension as to the future; the 
attention of everyone is centered—not on 
“how much can I get for my money?”— 
but “how can I protect what I have 
against loss?” This naturally leads to a 
broader interest in high grade bonds. 

Mr. Selden’s explanation of the expan- 
sion and collapse of credit is extremely 
clear and accurate and I believe this is a 
type of article that is especially appre- 
ciated by your readers. 





If my viewpoint of the subject as out- 
lined above is in error, I should be very 
glad to have you straighten me out.—F. 
R. P. 


In the article referred to, I did not at- 
tempt to develop fully the economic in- 
fluences which cause, bond yields to rise 
and fall roughly in harmony with com- 
modity prices. If you will read pages 
75-78 of “A Century of Prices” in con- 
nection with pages 39 and 40, you will 
get a more comprehensive view. 

Your reasoning is correct if we com- 
pare a static condition of prices at a 
certain level with another static condi- 
tion of prices at another level—double the 
first, for example. But the trouble is that 
prices never are stable at any level for 
long at a time. 

Simmered down, this influence doubt- 
less is “psychological,” as you say. That 
is, the buyer of a bond unconsciously 
reasons, if we may use such an expres- 
sion, that the dollars he will get back 
when the bond matures may not be worth 
so much in purehasing power as the dol- 
lars he is paying for the bond; hence he 
must get a higher per cent of yield to 
compensate him for that possible loss. 

The more fundamental reason—but less 
immediately obvious to the casual reader 
—is that when commodity prices rise 
liquid capital becomes scarce, and its price 
(or the yield on a bond) therefore rises 
in response to the scarcity, just as eggs, 
potatoes, and other commodities rise in 
price when they are scarce. Therefore 
bond prices must fall. Likewise after 
commodity prices fall, capital becomes 
more plentiful and therefore cheaper, so 
that interest rates and bond yields fall and 
bond prices rise. 

I cannot resist adding that one of the 
chief rewards of the editorial staff of 
this publication is the frequent evidence 
of the keen thought and careful study 
that our readers bring to bear upon our 
articles. No point is too abtruse for them, 
and unless expressed with perfect ac- 
curacy and completeness, it is quickly 
caught up and we find ourselves called to 
account., This highly intelligent interest 
creates stimulating conditions under which 
to work.—G. C. S. 


THE QUESTION OF “OUTSIDE IN. 
COME” . 


Editor, THe MaGazine or WALL Street: 

Sir: The article in the October 30 
issue of your magazine on “Outside In- 
come” in the Building Your Future In- 
come Department was exceedingly timely. 
Some time previously I conceived the idea 
of making a start toward the same goal 
and in connection with that would much 
appreciate your opinion on the technic of 
the plan I worked out. 

My resources are $1,000 of capital and 
$75 per month that I can save. Some 
time ago your magazine spoke rather ap- 


(Continued on page 363) 
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Monday, Dec. 20..... 
Tuesday, Dec. 21.... 
Wednesday, Dec. 22. 
Thursday, Dec. 23... 
Friday, Dec. 24 
Saturday, Dec. 25.... 
Monday, Dec. 27.... 
Tuesday, Dec. 28.... 
Wednesday, 
Thursday, Dec. 30.. 
Friday, Dec. 31..... 
Saturday, Jan. 1..... 


‘MARKET STATISTICS 


N. Y. Times 
N. Y. Times. Dow, Jones Avgs. 7—50 Stocks— 
40 Bonds. 20 Indus. a Rails. High. Low. Sales. 
67.26 68.52 71.36 66.54 63.36 908,268 
67.10 66.75 60.80 66.03 63.04 1,593,802 
66.72 67.02 70.74 65.06 62.70 1,420,526 
66.63 69.63 72.63 66.75 64.44 1 088,221 
“A 66.85 68.91 72.33 66.83 65.42 635,300 
Holiday 
67.21 68.01 72.66 65.95 64.68 656,461 
67.06 67.96 73.05 65.86 64.70 816,338 
Dec. 29 67.38 69.20 75.50 67.45 65.12 1,169,735 
67.82 70.03 75.56 67.75 66.12 1,108,943 
68.66 71.95 75.96 68.85 66.80 1,000,000 
Holiday 
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Add 20 Years 
-to Your Life. 


Will you devote 4 minutes of your 
time to a plan that may add twenty 
years to your life? 

Why is it that even though you 
are apparently in good health there 
are times when you have all sorts 
of aches and pains—a depressed feel- 
ing and off days. 

Have you ever stopped to ques- 
tion—why? 

It is simply a warning from nature. 
Perhaps you have unknowingly 
broken some of nature’s laws. 

It is possible by following certain 
simple little rules not only to enjoy a 
vigorous health but to prolong one’s 
youthfulness 10 to 20 years and in- 
stead of dying at 60 or 70 you may 
live to a ripe old age of 85 or 90 years. 


There Is No 
Sudden Death 


Nature goes far in her desire to 
protect us. There are certain signs, 
which when we understand them, 
give us warning of serious trouble 
to come. By knowing what they 
are we can head off illness and be 
healthy and vigorous. 


Used by Big. 


BusinessMen 


Among the thousands who we this simole 
Brean inteenee stunt feces? 
& 


el. 
& Co., Standard Oil 


e members of the bureau 
inpuring active, vigorous health, 
certainty ‘of adding twenty 
ora to their lives. It’s all in a simple 
od your tuna peat ent decom neo anal 
your a cost is so sma 
it is within the reach of every one. 


Send for Our 
F ree Book 


Mail all coupe below. 
We will send you in- 


plan—a plan that takes 
only four minutes of 
your time and may 
twenty years to 
your life. ail the 
coupon for the book 
_now. It will be sent 
without cost or obli- 
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It is not necessary to live 
in or near New York in or- 
der to obtain reliable ser- 
vice and careful advice 
when investing money. 


For the benefit of our out- 
oftown customers we 
maintain a special mail de- 
partment. 


This department keeps 
them in touch, with the 

vestment situation, and en- 
ables them to buy and sell 
securities in the New York 
market, no matter where 
they may live. 


























OUR BOOKLET 
“Investing by Mail” 
TELLS HOW THIS IS DONE 


If this service would be of use 
to you let us send you « copy. 


GRAHAM & MILLER 
a sie P. 
New York City 


































66 Broadway, 











No Inventory 
Shrinkage 


Any Company with a nat- 
ural monopoly of its market 
and a production less than the 
demand is worth considering 
for investment. If the com- 
pany serves a rapidly growing 
community and each summer 
sells all its raw and finished 
product, it offers a conserva- 
tive investment. 


You can readily see the ad- 
vantages of buying the 7% 
preferred stock of the Spring- 
field (Mass.) Ice Company at 
85 to yield 8%. 


The stock is not a new of- 
fering. It has the unusual ad- 
vantage of sharing dividends 
equally with the common 
stock, 


Earnest E. Smith & Co. 

Specialists in New England Securities 

52 Devonshire St., Boston 
Members New York and Boston 
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Answers to Inquiries 
(Continued from page 319) 








SEABOARD CONS. 6s 
Security None Too Good 
This road has shown fairly good earn- 
ings for two months since release from 
Government control, but we do not be- 
lieve this record can be continued. Our 
railroad expert has made a thorough ex- 
amination of the security behind the 
bonds, and the road’s general condition 
and his report is unfavorable. We be- 
lieve the road is headed toward a re- 
organization and therefore the bonds are 
an undesirable purchase. We would 
rather buy or hold the St. Louis-San 
Francisco 6s (adjustment or income 
bonds) for safety of principal and ulti- 
mate results. 





NEVADA COPPER 


Conditions Are Promising 

We do not believe it will be necessary 
to switch into Chile Copper, as the 
status of most copper companies would 
seem to be about the same. They all 
await a renewal of the demand for cop- 
per at a price where they can sell the 
mine production at a profit. This de- 
mand is slow in appearing, but must come 
sooner or later. We believe the proper 
action to take as regard copper holdings 
is to retain the same and await future 
developments. This advice applies, of 
course, with regard to the standard por- 
phyries, like Utah Ray, Nevada and In- 
spiration, where, although some are bet- 
ter than others, a rising security market 
often ignores fine distinctions as to 
“value.” In such a market Nevada would 
advance with all others. 


THE “TRANSIT” ISSUES 
B. R. T.—I. R. T.—R. R. of 'Frisco 


We would suggest a switch from one 
B. R. T. 7% into two United R. R. of 
San Francisco 4s certificates of deposit 
at about the same price. The ’Frisco com- 
pany is now earning its interest and the re- 
organization has been completed, and we 
look for a material improvement in the 
market value of the issue. 

We regard Interborough Rapid 
Transit 5s as superior to the B. R. T. 
7% note. 








Se eM 
The “Fives” Better Than “Sevens” 

There is little likelihood of the notes 
being paid off at maturity, and one of 
two things will happen at that time. The 
notes will either be extended, or the note- 
holders will foreclose on their collateral 
security. Ordinarily, the notes sell for 
about one and one-half times the price 
of the bonds, in which case there would 
seem but little difference in their value, 
inasmuch as there are one and a half 
bonds for each note secured. 

We believe that the 5s will be taken 
care of regularly at their interest date; 
foreclosure proceedings, though, might tie 
up the principal and the interest on the 
7s for some while, and there also might 
be some expense attached to these pro- 


ceedings. We, therefore, believe that the 
bonds are a better security to hold than 
the 7s—we might add that our anticipa- 
tion of reduced operating expenses on 
the Interboro seems likely to be realized 
in the near future, as the company is 
planning to operate two cars with one 
guard. This will materially cut down the 
number of employees required. 





MIDVALE STEEL 
Switch Into “Smelters” Suggested 


MIDVALE STEEL. The report of 
this company for the nine months ending 
September 30 showed the earnings to be 
at the rate of $5.15 a share, as compared 
with $2.55 for the same period in 1919. 
While this is an excellent showing, with 
any further serious depression in the steel 
industry you can readily see that the divi- 
dend will be endangered. We do not be- 
lieve, however, that the condition of the 
stock or the company is sufficiently af- 
fected by the present situation to warrant 
your taking the loss that you would incur 
if you sold at the present market. We 
believe you can afford to take the chance 
of being able to get out at about the 
price you paid, by holding until there has 
been a recovery in the general list. We 
believe Midvale will share in any gen- 
eral advance, but we do not believe it is 
a stock to hold for the long pull, when 
the price of other securities, more sea- 
soned and more stable, is taken into con- 
sideration for investment purposes. 

We prefer American Smelting at these 
comparative levels. 





INVINCIBLE OIL 
Switch Into Union Oil Suggested 

From its earnings report this company 
would appear to be making favorable 
progress. We believe, however, one of 
the causes for its weakness (in addition to 
the fact that most of the oil issues have 
declined in price to a considerable extent) 
is the fact that in the balance sheet of 
August 31, of its total assets placed at 
$38,000,000, considerable of that amount is 
credited to items at prices which would 
seem to be rather high. Take for in- 
stance “Good-will,”. which has a credit 
of $6,000,000 and “investments in sub- 
sidiary companies” at $12,500,000. The 
exact value of these assets cannot be ac- 
curately determined, but we believe they 
are above their actual worth. There is 
also the item of “capital in lands, build- 
ings, leases, wells, etc.” placed at $14,- 
000,000, which would appear to be a high 
valuation. Our oil specialist has looked 
into the affairs of this company and he 
is of the opinion that our subscribers 
would do well to avoid the stock, except 
for speculation on temporary rallies, and 
we therefore are suggesting the switch- 
ing of* holdings in Invincible Oil to 
Union Oil of Delaware, now selling 
around 20, as offering a better opportu- 
nity for profit in the long run. 

Union Oil is coming along in good 
shape, is well managed, its subsidiaries 
are increasing their earnings, and in time 
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this issue should make an excellent show- 
ing and sell higher. It seems to offer a 
better basis for speculative investment 
than Invincible. 





AETNA EXPLOSIVES 
Assent to Merger Advised 

In any merger with the Hercules 
Powder Company, or any other cor- 
poration, the stockholders’ interest in the 
assets of the company would be conserved 
to the same extent as if the merger had 
not been affected, except that the assets 
of the merging corporation would be com- 
bined. In a matter of this kind, it has 
developed that where a majority of the 
stockholders have voted to consent to a 
merger, it is advisable for stockholders 
who have withheld their approval to join 
in with the majority, as the standing of 
a minority stockholder is very uncertain. 
We should say that the proposed merger 
of these two companies would make a 
strong combination. 





FISK RUBBER 

The original par value of this stock was 
$100, but it was reduced to $25 in May, 
1919. The company has suffered along 
with other rubber concerns, and its shares 
at present are selling at a very low price 
in the market. The dividend was re- 
cently passed. We believe it is a fair 
speculative purchase at the present mar- 
ket, despite the passing of the dividend. 
It could not be compared for stability 
with U. S. Rubber stock. For a specu- 
lative purchase it has its attraction among 
the low priced issues and is a suitable 
medium for exchange (“switching”) of 
many ‘other slow-moving, non-dividend- 
paying stocks on the order of Erie com- 
mon, B. R. T. common, Caddo Oil, Chic. 
G. W. Pfd., New Haver and others. 





WILLYS-OVERLAND 
A Suggested Switch 

The directors at their meeting, Decem- 
ber 15, passed the dividend on the pre- 
ferred stock, which also acts as a nulli- 
fication of the dividend on the common. 
The stock at its present market value 
would appear to have discounted most ad- 
verse factors connected with the automo- 
bile industry, and this company in par- 
ticular. We believe that eventually the 
company will work out of its trouble and 
that the stock will sell higher. It is a 
question whether you care to wait a long 
period of time to make up your loss. If 
you do not care to hold the stock on the 
probability of it some day reaching a fair 
market value, we would suggest a sale at 
the market and a purchase of Hupp 
Motors, now selling around 10 on a 
10% dividend basis, par value of share 
$10. This company has excellent pros- 
pects, and is in a good financial condi- 
tion, and with better conditions in the 
industry has an excellent chance of ulti- 
mately improving its diyidend position. 
In the long run the aan should 
prove beneficial. 


ISLAND OIL & TRANSPORT 

Development Most Disappointing 
We have received information from 
Mexico, that we believe to be reliable, to 
the effect that salt water has played havoc 
with the company’s production. Appar- 
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ently its only production at present is 
from its two wells on lots 162 and 135 
Chinampa, and these have been “pinched” 
on account of encroaching salt water. 
The company has contracted for delivery 
of 25,000 barrels daily from the Nicholas 
well on lot 114 Chinampa, but this well, 
we are also assured, cannot last long, as 
all other wells on this lot have already 
gone to salt. 

It is reported that the company has been 
buying a good deal of oil to make up ship- 
ments, and this may account for the dis- 
crepancy between quantities shipped and 
its net profits. We also understand that 
cost of development has been most ex- 
pensive, and that its Comales well was 
drilling for over three years, and proba- 
bly cost as much as $250,000. It was 
abandoned earlier in the year, but prepa- 
rations are now being made to deepen it. 
Other wells drilled have also proved dis- 
appointing, which may also account for 
the rather poor earnings shown in com- 
parison with its production of oil. 

There is nothing we know of, at pres- 
ent in sight, that can place a more hope- 
ful interpretation on earnings, and no 
factors that give promise of developing 
into radical changes as affecting these 
earnings. While much was expected of 
the Tampico field, and the company has 
been passing through a period of rela- 
tively high prices for Mexican crude oil, 
its chance td develop into the kind of 
company most people expected, has appar- 
ently come and gone. One piece of litiga- 
tion after another seems to have haunted 
its development, and each time the stock 
has shown signs of buoyancy some un- 
favorable angle of the great “oil game” 
seems to get in the way. 

With the thought that it may be a long, 
long pull, and the chances at present dis- 
tinctly against the investor, the stock 
seems worth avoiding for the present. A 
switch into Cosden & Co. looks advisable, 
the latter being a growing company, with 
large equities behind its stock, and an 
administration that seems as competent 
as it is aggressive and cautious. 





PROSPERITY IN GLASS MAN- 
UFACTURING INDUSTRY 
(Continued from page 318) 











ican Window Glass common stock held 
in the treasury of the holding company. 
This stock, like American Window Glass 
common, pays $12 a share and sells at 
about 106, yielding about 11%. 

To simplify matters a bit, it might be 
well to say that no American Window 
Glass common stock is available, the en- 
tire amount being held by the American 
Window Glass Machine. The other 
issues, however, American Window 
Glass preferred and both the preferred 
and common stocks of the American 
Window Glass Machine Co., are occasion- 
ally traded in on the Pittsburgh Stock 
Exchange. 

The substantial earnings of American 
Window Glass and its sound financial posi- 
tion entitle all the issues mentioned above 
to good investment rating. The company 
faces a dependable future and an increased 
demand for window glass will come with 
the: building boom now reasonably in 
prospect. 


Federal Income Tax Chart 


(Pocket Size) 


We have prepared a chart 
showing at a glance the Fed- 
eral Taxes on incomes for 1920 
based on $2,000 personal ex- 
emption. 


Its size (2% x 4 in.) and the 
fact that it is printed on in- 
destructible material permit its 


use as a convenient reference 
at any time. A calendar ap- 
pears on the reverse side. 


While our supply 
lasts we will be 
pleased to furnish 
them upon request. 


RUTTER CO 
14 Wall St. New Yark_ 

















THE 


Motion Picture 
Industry 


We have available an 
interesting booklet de- 
scribing this large 
and growing industry. 


Send for Booklet MW5 


Farson,Son&Co. 


Members New York Stock Exchange 
115 Broadway, New York 
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39 Years Without 
a Loss 


The record of the standard 
investment bonds underwrit- 
*| ten by S. W. Straus & Co. is 


now 39 years without loss to 
any investor. This record puts 


the bonds safeguarded under 
the Straus Plan in a class by 
themselves among securities 
offered for January invest- 
ment. 






























Our January Guide lists a di- 
versified selection of these 
standard safe investments. 
Write for it today. Ask for 


BOOKLET D-510 


SW.STRAUS & CO. 


ESTABLISHED 1882 INCOR POR ATED 


New Yerk - 150 Breadway 
Chicage - Straus Building 


Offices in Fifteen Principal Cities 








39 years without loss to any investor 








































“‘When Your Ship 


Comes In” 





Will it be like the “Flying 
Dutchman,” the phantom ship 
of legend which appeared to 
many men on many seas, but 
never reached port— 


Or like the modern liner 
carrying its cargo to be deliv- 
ered at the appointed time and 
place without failure or delay? 


If your funds are invested 
in Guaranteed First Mortgages 
at 5%4% net, your ship will 
come in when you expect it. 
We guarantee your invest- 
ment. 


Send for Booklet M-20 








LAWYERS MORTGAGE CO. 
RICHARD M. HURD, PRESIDENT 
Capital and Surplus $9,000,000 


59 Liberty St., N. Y. 
184 Montague St., Brooklyn 











WILL FARM VALUES FOL- 
LOW PRICES OF FARM 
PRODUCTS? 
(Continued from page 309) 











create co-operative buying and selling 
organizations to reduce the wide margin 
between producers and consumers; pro- 
posing projects for the reduction in 
planted areas so as to force a rise in 
prices of their products. 

Whether any of the plans succeed in 
accomplishing anything to relieve the pres- 
ent emergency of low prices for farm 
products—and continued high prices for 
the things the farmer buys—is question- 
able. The fact, of course, is that ele- 
mental economic conditions beyond con- 
trol of governments or other institutions 
are responsible for the present depres- 
sion in the farm industry, and when the 
present drastic readjustment in business 
and industry is completed, farming like 


-every other industry will come back. 


The farmer who has debts that he can- 
not pay and cannot extend will have to 
sell his land, and of course he will not 
find any buyers at the extreme high 
prices reached for occasional farms sold 
to over-enthusiastic purchasers in the past 
year; but there is no such condition exist- 
ing on the farms today as that of the 
land boom of 35 years ago when the col- 
lapse resulted in foreclosures by the thou- 
sands and long continued distress among 
land owners in many sections of the coun- 
try. 

The amount of mortgages on farms has 
not gone up in proportion to the rise in 
prices of farm lands, and except in the 
case of the speculative land buyers who 
gave second mortgages, the present pre- 
dicament of farmers will not result in 
many foreclosures and forced sales. 

Despite all the complaining and pro- 
testing that have come from farm or- 
ganizations throughout the country about 
the violent slump in prices of farm prod- 
ucts, the great majority of owners of 
farm lands have confidence that the con- 
stantly greater increase in city popula- 
tion than in farm population is going‘ to 
make farming an increasingly profitable 
industry through the years to come, and 
that there is no reason to become panic- 
stricken over the present temporary re- 
lapse, and the great dissappointments in 
the violent fall in prices and consequent 
losses of the present crop year. 

As evidence of this confidence in the 
future of farming it is significant that 
there are fewer farms advertised for sale 
now than for a long time past, and al- 
most none that are desirable. Those of- 
fered for sale are chiefly poor land in 
out-of-the-way places, that are priced low 
because they are undesirable, and are 
over-valued despite the low price asked. 

There may be a change next year. If 
farm prices are’ to continue low, and 
farming is to remain unrenumerative for 
several years, there will be discouraged 
farmers anxious to sell for any price they 
can get. 

But the average farmer does not be- 
lieve that prices will remain unremunera- 
tive, and this also is the opinion of the 
country bankers and the country mer- 
chants and of the most experienced city 
dealers in farm lands. 
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Issue— 
Givernment, State, Municipal: 


Offering Approx. Yield 
Maturity. Price. to Maturity. 


City of Pensacola, Fla, School 6s............... 1922-32 To Yield 6-5.75% 
Public Utilities: ; 
Cons. Gas, Elec. Lt. & Pr. Co. of Balto. Gold .7%s 1945 97% 7% 
+Metropolitan Edison Co. (Reading, Pa.) 8s...... 1935 95.82 8.50 
TNS T. EU Oe BAe GM, Be ccc cccscccccences 1940 100 8 
yracmec Ges & Electric Co. 78....0...ccccccceess 1940 99 7.10 
tMiddle West Utilities Co. 8% Notes............ 1940 95.25 8.50 
Industrials: 
Cg OS Ee | ee 1930 98.50 8.20 
¢Cerro de Pasco Copper conv. 8s..........-...+-. 1931 100 8 
NS I, BE, Wns cis ccevcdacessiecss 1940 99 8.10 
tBeaver Board Co. 8% Notes.................+. 1933 99.50 8.10 


¢Smallest denomination issued $1,000. 
+Smallest denomination issued $100. 
{Smallest denomination issued $500. 








Consolidated Gas, Electric Light & 

Power Co.—The company does the en- 
tire gas, electric light and power business 
in Baltimore. Its operations also extend 
into the suburbs and surrounding counties, 
serving a population of about 775,000. 
' The proceeds of these $5,000,000 bonds, 
together with additional cash to be fur- 
nished by the company, will provide $5,- 
625,000 for refunding $468,000 maturity 
notes and for additions and extensions to 
gas and electric plants, transmission lines 
and distribution systems, all of which will 
be completed before the end of the year 
1921. 

The $5,000,000 first refunding mortgage 
sinking fund 7%4% gold bonds, Series B 
(equally with $3,500,000 6% Series A 
bonds pledged under the company’s 7% 
secured convertible note issue and $8,- 
253,100 outstanding convertible 5% notes) 
are secured by mortgage upon all property 
now owned or hereafter acquired. 

Bonds are reserved to refund all under- 
lying issues. 

As the extensions to be financed by the 
proceeds of this issue are required to meet 
an increasing demand for gas and elec- 
tric service, it is confidently expected that 
a satisfactory rafio of annual net earnings 
to fixed charges will be maintained. The 
company’s gas and electric rates have been 
and still are considerably lower than those 
in any other large city on the Atlantic 
seaboard. 

An annual: sinking fund of 1% of all 
first refunding mortgage bonds from time 
to time outstanding, first payment not 
later than August 1, 1923, is to be used 
for purchase or call and retirement of first 
refunding mortgage bonds. 

The company has $14,608,700 capital 
stock outstanding. Continuous cash divi- 
dends on the stogk have been paid since 
1909, at rates averaging 634% per annum 
for the last 11 years. The present rate, 
8%, has been paid since April 1, 1917. 

All the company’s franchises are un- 
limited as to time and no other company 
can enter the field without the consent of 
the Public Service Commission of Mary- 
land. 


Metropolitan Edison Company.—In- 
terest payable semi-annually May 1 and 
November 1 in New York. Coupon 
bonds, registrable as to principal only, in 
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interchangeable denominations of $1,000, 
$500 and $100, exchangeable for fully 
registered bonds in denominations of $100 
or multiples thereof. Redeemable as a 
whole or in part on any interest payment 
date, upon thirty days’ published notice, 
at the principal amount thereof, plus ac- 
crued interest, together with a premium 
of 7%4%, in the year 1921 and % of 1% 
less per year during each year thereafter. 
Interest payable without deduction for 
federal income taxes now or hereafter de- 
ductible at the source not in excess of 2%. 
Free of Pennsylvania State tax. Tax re- 
fund in Massachusetts and Connecticut. 

The Metropolitan Edison Company was 
organized under the laws of Pennsylvania 
by the consolidation and merger of all the 
property and franchises of the Metropoli- 
tan Electric Company of Reading, Pa., 
the Edison Electric Illuminating Company 
of Lebanon, Pa., and the Lehigh Valley 
Electric Light Company, and controls the 
Pennsylvania Utilities Company of 
Easton, Pa., through ownership of practi- 
cally all its outstanding common stock. 
The company furnishes electric light and 
power service in Reading and Lebanon, 
Pa., and 64 other communities, and sup- 
plies practically all of the current used by 
the Reading Transit & Light Company. 
At the present time, about 70% of the 
company’s gross earnings is derived from 
the sale of electrical energy for power 
purposes. The population of the territory 
served is estimated at 300,000. 


Kansas City Power & Light Co.— 
Principal and interest payable in New 
York or Chicago. Interest payable semi- 
annually June and December 1. Coupon 
bonds, in interchangeable denominations 
of $1,000, $500 and $100, registrable as to 
principal, and fully registered bonds in de- 
nominations of $1,000, $5,000, $10,000 and 
$25,000. Coupon and registered bonds are 
interchangeable. Redeemable in whole or 
in part on atiy interest date on sixty days’ 
notice on or before December 1, 1925, at 
107% and accrued interest; thereafter and 
on or before December 1, 1930, at 105 and 
accrued interest; thereafter and on or be- 
fore December 1, 1935, at 10234 and ac- 
crued interest, and thereafter until ma- 
turity at 101 and accrued interest. 

Interest payable without deduction of 
normal federal income tax deductible at 



















January funds have 
rarely, if ever, faced 
such investment op- 
portunities as exist to- 
day. 


High grade bonds can 
now be bought at 
prices which yield re- 
turns unthought of in 
. pre-war days. 


Our January List, just 
off the press, gives 
names, prices and 
yields of a broad list 
of securities which we 
recommend to the spe- 
cial consideration of 
the investor at this 
time. 


This list will be sent upon re- 
quest for M-362. 


- TheNational City 
ompany 


Main Office: National City Bank Bldg. 
Uptown Office: Fifth Ave. & 43rd. St. 



































As a Safe and 
Profitable Investment 
We Recommend the 


City of 
Copenhagen 
4% Loan of 1901 


Interest and principal payable in U. S. 
Dollars at a fixed rate of exc 
which at the present purchase will yield 
about 7%; an additional profit of 
may be realized when bonds are re- 
deemed. 


Ask for Circular M. W. 101 


Danish Govt. 
31,% Loan of 1909 


Interest payable in London at a fixed 
rate of exchange, now yield about 8% 
income which will be increased to about 
11% on return of Sterling to parity. 


Ask for Circuler M. W. 102 


Your inquiry is also invited on 

BRITISH FRENCH 

BELGIAN GERMAN 
and other European Bonds 


HUTH & CO. 


30 Pine Street, New York 


Telephone John 6214 























Municipal Bonds 


Have always proven the 
most stable form of invest- 
ment under adverse condi- 
tions. 


For January investment we 
are offering such issues 
yielding 


5% to 8% 


which, if purchased today, 
will undoubtedly show 
good enhancement in value. 


Particulars upon request for 
Circular MW3. 


DN, 


Ground Floor, Singer Building 
89 Liberty Street New York 

















the source, not in excess of 2%. Penn- 
sylvania- four mill tax refundable. The 
Kansas City Power and Light Company 
serves with electric light and power the 
City of Kansas City, Missouri, and a por- 
tion of Kansas City, Kansas, the total 
population served being approximately 
450,000. 

Pacific Gas & Electric Co.—Interest 
payable June 1 and December 1 in New 
York or San Francisco without deduction 
of the normal federal income tax of 2%. 
Coupon bonds in denominations of $500 
and $1,000 each, registrable as to prin- 
cipal only, and interchangeable with fully 
registered bonds in denominations of 
$1,000, $5,000 and $10,000 each. Redeem- 
able at the option of the company on any 
interest payment date upon sixty days’ 
prior notice at 110 and accrued interest on 
or before December 1, 1930, and at 105 
and accrued interest thereafter. 

Exempt from all personal property 
taxes in California. Application has been 
made to the Superintendent of Banks to 
certify these bonds as legal investment for 
savings banks in California. 

The Pacific Gas and Electric Company 
is recognized as one of the largest ‘of the 
well established and successful public 
service corporations in the United States. 
The electric business of the company or 
of its predecessors has been in continuous 
and successful operation. for more than 
forty years, and the gas business for more 
than sixty-five years. 

General Asphalt Company.—Principal 
and interest payable at the office of Bank- 
ers. Trust Co., New York City. Interest 
payable June 1 and December 1. Coupon 
bonds in $1,000 and $100 denominations, 
with privilege of registration of principal. 
Redeemable at the option of the company 
on any interest date on 30 days’ published 
notice in amounts of $500,000 or multi- 
ples thereof, at 105 on or before Decem- 
ber 1, 1926; at 104 on or before December 
1, 1927; at 103 on or before December 1, 
1928; at 102 on or before December 1, 
1929, and at 101 thereafter prior to ma- 
turity, with accrued interest in each case; 
callable for sinking fund purposes at the 
same dates and prices. 

The bonds are convertible at the option 
of the holder at any time after January 
1, 1923, into common stock of the com- 
pany, par for par. If bonds are called, 
either at the option of the company or for 
sinking fund purposes, conversion may be 
made up to and including redemption 
date. 

The company agrees to pay the normal 
federal income tax not to exceed 2% per 
annum, and to reimburse holders resident 
in Pennsylvania for the four mills tax as- 
sessed in that State, and paid by them, 
upon request to the trustee within 60 days 
after payment. 

The General Asphalt Company, through 
its subsidiary companies, is engaged in the 
production and sale of asphalt and oil, 
and the manufacture of a wide range of 
their products. Its diversified production 
gives it a dependable earning power 
throughout the year and has developed 
allied industries which are already estab- 
lished and capable of great future growth. 

Cerro de Pasco Copper Corporation. 
—Coupon and fully registered bonds in 
denominations of $1,000. Coupon and 


For Income 
and Profit 


we advise the purchase 
now of certain sound 
Canadian Bonds and 
Debentures. 


They are safe invest- 
ments. Principal and 
interest are payable in 
American funds. 


At to-day’s es, re- 
duced still further b 
the discount at w 
United States investors 
can buy them byreason 
of the premium on 
American funds, they 
yield high incomes. 
Bought now, they 
should show substan- 
tial profit. 

Write for our recom- 
mendations. 
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MORTGAGE 
INVESTMENTS 


THE SENSIBLE 
INVESTOR 


will not risk his money in securities 
affected by stock market fluctuations; 
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registered bonds interchangeable. Re- 
deemable by operation of the sinking fund, 
on any interest date after 60 days’ notice, 
at 105% and accrued interest. Convertible, 
at the option of the holder, until and in- 
cluding January 1, 1931, or, if called for 
redemption after 60 days’ notice, then until 
and ihcluding the redemption date, into 
stock of the corporation at the rate of 30 
shares of stock for each $1,000 principal 
amount of bonds, equivalent to a price of 
$33% per share of stock. 

The Cerro de Pasco Copper Corporation 
was incorporated under the laws of the 
State of New York in 1915, and owns cop- 
per mines and other properties in Peru. 
The approximate average annual output in 
the last five years has been 64,000,000 
pounds of copper and 5,200,000 ounces of 
silver. 

These bonds will constitute the sole 
funded debt of the corporatian. The pro- 
ceeds of the sale of these bonds will be 
used to reimburse the corporation for ex- 
penditures on the construction of a new 
smelter and to provide funds for its com- 
pletion, part of the cost being met from 
current earnings. 





BRITAINS IMPORTS AT 
LOWEST POINT IN YEAR 


(Continued from page 299) 











find the United States Treasury under 
the terms of the Pittman Act the best cus- 
tomer for their silver, but it should af- 
fect the producers of nickel, particularly, 
of course, International Nickel, favorably, 
by creating an additional demand for their 
product or removing large supplies of the 
metal from the market. One reason for 
the step was that the Government was 
losing money on every one of the old sil- 
ver coins it minted, whereas, on the new 
coins it shows an actual profit in the dif- 
ference between the face values of the 
coins and their bullion values. This 
seigniorage, it is believed, will go to re- 
duce the floating debt. 


Money Market Tight 


The money market has maintained a 
generally tight condition, in spite of the 
disbursement of over £60,000,000 in in- 
terest on war bonds. Should the Govern- 
ment put out a new issue of short term 
bonds with attractive features to fund the 
floating debt, it would probably tighten 
money still further, and in attracting 
American funds into English investments, 
might temporarily raise the value of the 
pound sterling in the New York market, 
especially if the level of investment yields 
should continue to decline in the United 
States. 

Money tightness is indicated by the 
steady failure of: new investment issues 
of a gilt-edged character, notably the 

wp Tecent Seven Towns issue, of which 90% 
“or more was left in the hands of the 
underwriters. 

The shares of the British subsidiary of 
American Safety Razor, called the “Brit- 
ish-American Safety Razor Company, 
Ltd.,” have met with a good reception, 
indicating a favorable opinion of the out- 
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look for the company, and of its parent 
concern. The new company will act as a 
selling agency for the American company, 
and has exclusive rights for the United 
Kingdom, the whole of Continental Eu- 
rope, Africa, Mesopotamia, India and 
Australia for manufacturing and trading 
in the company’s products. Until its busi- 
ness expands, however, it will get its sup- 
plies from America at practically cost, 
reserving manufacture for later. Of the 
400,000 shares of the par value of £1 is- 
sued, the parent concern has taken all of 
the 175,000 “B” shares and 25,000 of the 
“A” shares, offering the other 200,000 
“A” shares for public subscription. On 
the whole, the effect of the new issue 
would appear to be bullish for the Ameri- 
can Safety Razor Corporation and for the 
new company, which several impartial 
British financial publications recommend 
as an industrial speculation. 





GENASCO’S PROSPECTS 
LINKED WITH CONSTRUC- 
TION 


(Continued from page 374) 











ous thereto they were on the Philadelphia 
Stock Exchange. 


Conclusion 


The earnings of General Asphalt, while 
fair, have not been exceptional, During 
the past ten years it has earned the pre- 
ferred dividends by a good margin in 
every year except one. The cumulative 
dividends on this 5% preferred were paid 
in full by an extra dividend of 814% in 
1912 and the present rate has been main- 
tained regularly since then. 

Due to a large fire which occurred 
fairly recently at the Barber Asphalt Pav- 
ing Company the company will not only 
suffer some financial loss on property de- 
stroyed but not covered by insurance. The 
loss in earning capacity is also likely to 
be felt somewhat. The plant is to be re- 
built, but this will take both time and 
money and will add additional fixed 
charges to operations. 

At present prices of around 76, the com- 
pany’s preferred stock seems a little high, 
although when liquidation has run its 
course in the general stock market it 
should be a fair medium for the invest- 
ment of funds by business men. The 
privilege to convert into common stock 
gives the preferred special speculative 
features. 

The common has never paid dividends 
and is to be considered a speculation. Its 
rise to 160 in 1919 was evidently unwar- 
ranted from a statistical view but if only 
for technical, market reasons the issue 
should recover somewhat from its present 
price of around 40. 

There is no question that latent road 
building in the United States is large and 
the next few years should witness a large 
demand for the company’s products. Con- 
sequently, in considering the company’s 
stocks, attention to any possible improve- 
ment in general business conditions should 
be given—vol. 26, p 252. 
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Atlantic Coast Line—Company was 
granted authority to execute an equip- 
ment trust agreement and a lease of 
equipment thereunder, and to assume 
obligations for liability of $4,500,000 of 
trust certificates to be issued by the 
Safe Deposit & Trust Co. of Baltimore. 

Boston & Maine.—President Hustis 
has addressed a letter to the holders of 
the $319,000 314% bonds of the Boston 
& Lowell and the $290,000 314% bonds 
of the Connecticut River Railroad, both 
maturing January 1 next, in which the 
Boston & Maine offers in settlement of 
these maturities its ten year gold mort- 
gage 7% bonds, interest on which is 
payable semi-annually. 

The letter said: “On account of the 
present financial conditions these bonds 
cannot be sold on the market at satis- 
factory prices. Holders assenting to 
the proposition should deposit their 
bonds as early as possible with the Old 
Colony Trust Co. of Boston.” 

Central of New Jersey.—Directors 
failed to take action on the dividend, 
due at this time. It was announced that 
owing to the fact that the regular divi- 
dend is payable out of dividends re- 
ceived by it on its stock in the Lehigh 
& Wilkes-Barre Coal Co., the dividend 
would not be paid because the railroad 
company is enjoined from receiving it 
by decree of the Federal court in the 
Reading suit. It was stated that the 
company expects ultimately to receive 
the amount of this dividend from the 
coal company and to distribute it to its 
stockholders, but it is prevented by 
the injunction from doing so now. 

Chesapeake & Ohio.—W. J. Harahan 
has been elected president of Chesa- 
peake & Ohio oad Co. and the 
Hocking Valley Railroad Co. and a 
member of the board of directors of 
each road. Mr. Harahan succeeds the 
late George W. Stevens. 

Chicago & Alton——Company has de- 
cided not to accept the vernment’s 
compensation offer of $3,178,314, which 
represents the road’s standard return. 
The directors asked for $4,592,500 and 
hold that compensation based simply on 
standard returns is not sufficient. An 
appeal for the higher sum will be made 
to the Court of Claims. 

Chicago’ & Eastern Illinois—Com- 
pany has filed a petition with the Com- 
merce Commission asking for authority 
to issue its new securities, to take over 
the Chicago & Eastern Illinois Railroad 
Co., now in the hands of receivers, for 
the purpose of reorganizing the line, 
and to issue bonds and stock to meet 
the outstanding obligations of the old 
company. 

It asks for authority to take over 
the underlying bonds and equipment 
obligations of the old carrier to the 
amount of $5,350,000, which are not to 
be distributed, and proposes to issue 
prior lien bonds of the new company 
amounting to $4,285,000. These bonds 
are not to mature before January, 1961, 
and are to bear interest at rates to be 
determined from time to time, and the 
proceeds to be used to refund obliga- 
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tions to the United States, and for mak- 
ing additions and betterments to exist- 
ing equipment. 

he new corporation also asks for 
authority to issue general mortgage 
bonds to the amount of $32,156,000 ma- 
turing January, 1951, and bearing in- 
terest at the rate of 5%; also to issue 
6% preferred stock of the new company 
to the amount of $24,030,150; also $25,- 
500,000 worth of common stock. 

Denver & Rio Grande.—Coal move- 
ment in Colorado is very heavy, 
amounting to about twice what it was 
up to this time a year ago. Less favor- 
able reports were heard from Utah, 
however, where shipments have slowed 
up till there is now a decrease of one 
trainload or approximately 100 cars a 
day compared with a year ago. 

Grand Rapids & Indiana.—At special 
meeting the stockholders approved the 
lease of the company’s railway and 
property to the Pennsylvania Railroad 
for a long term of years, effective Jan- 
uary 1, 1921. More than 93% of the 
stock was represented at the meeting 
and voted in favor of the lease. There 
was no opposition. 

Illinois Central—Company has 13,368 
stockholders as against 12,446 last 
March. November brought more ad- 
ditions than any other month, October 
ranking second. Sales to employes on 
attractive terms gain popularity steadily. 

Lehigh Valley.—A petition has been 
filed in the Supreme Court of the United 
States by the Lehigh Valley Railroad 
Co. and the Lehigh Valley Coal Co. 
asking that the decision of the court 
recently rendered be modified so as to 
omit the requirements that the Lehigh 
Valley separate itself from the Dela- 
= Susquehanna & Schuylkill River 

0. 

New York Central.—Application has 
been filed with the Interstate Com- 
merce Commission for authority to 
lease and ultimately purchase the Chi- 
cago Junction Railway Co. terminal 
properties at Chicago, valued at about 
$33,000,000. The application of the New 
York Central declares the carrier long 
has needed larger freight terminal fa- 
cilities at Chicago, and the lines em- 
braced in the proposed merger are the 
only properties remaining unconnected 
with a large trunk line system spread- 
ing over the important industrial dis- 
tricts of Southwest Chicago, including 
the Union Stock Yards District. 

New York, Chicago & St. Louis.— 
A 5% dividend has been declared on the 
common stock of the New York, Chi- 
cago & St. Louis Railway Co. payable 
January 15 to holders of record January 
3. The last previous dividend paid upon 
this stock was 4% on March 1, 1913. 

New York, New Haven & Hartford. 
—Judge Hough in the U. S. District 
Court has approved the settlement of 
the case of win Adams and others 
against William Rockefeller, J. Pier- 
pont Morgan, Charles N. Pratt and 
others, former directors of the New 
Haven Railroad, by payment of $2,500,- 
000 to the company. 
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Pere Marquette.—F. H. Albert, 

dent of the company, says: wii 
slump and wage increase wipe out much 
more than the entire benefit from rate 
advances. Disparity between increases, 
wages and anticipated increased revenue 
for six months ending August 31 was 
nearly $145,000 monthly. Labor costs 
were 55.92% of gross earnings. Rate 
calculations made to net railroads 6% 
return were based on heavy traffic. 
Theoretically 40% freight rate increase 
is actually 35% to 36% and Michigan 
has not increased passenger fares.” 

Pittsburgh, Cincinnati, Chicago & St. 
Louis.—At a special meeting of stock- 
holders to pass upon the proposed lease 
of the road to the Pennsylvania Rail- 
road Co., holders of $82,877,800 out of 
a total of $84,518,322 stock voted to 
approve the lease. Holders of only 
$200,000 stock opposed it. Pennsyl- 
vania Railroad has already offered to 
exchange Panhandle 5% bonds, guar- 
anteed by the Pennsylvania, for the 
minority stock, par for par. Under this 
offer all but a small proportion of the 
stock has been turned in. 

Southern Pacific. — Company re- 
opened the Sunset route via New Or- 
leans for through travel January 1 on 
the basis of passenger fares charged by 
other routes to and from the territory 
served. This route was discontinued in 
October, 1919, by order of the Railroad 
Administration after it has operated at 
fares equal to the other routes for 37 
years. Charles S. Fee, Southern Pa- 
cific passenger traffic manager, said: 
“An unsuccessful attempt was made a 
few months ago to prevent the re- 
establishment of these equal fares over 
the Sunset route and through the New 
Orleans gateway, but the new Southern 
Pacific tariff filed recently received the 
approval of the Interstate Commerce 
Commission.” 


Union Pacific—Company has an- 
nounced a plan whereby employes of 
the entire system may purchase stock 
of the company and make payment in 
instalments. The company agrees to 
purchase the stock in the market when- 
ever the employe wishes to buy, and to 
accept partial payments. Upon com- 
pletion of payments the stock is made 
over to the employe. 

Western Pacific. — Company aban- 
doned oil burning on most of its lines 
on the first of the year, and coal chutes 
and bins are being built and locomotives 
transformed. The order applies to that 
part of the line east of Winnemucca, 
Nev. It is reported that the road’s de- 
cision to abandon oil for coal has been 
hastened by the acquisition of the Den- 
ver and Rio Grande Railroad, which 
owns‘ several coal mines in Utah and 
Colorado. 
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Air Reduction Co., Inc.—Net profits 
for the 9 months ended September 30th, 
last, after charges but before Federal 
taxes, were $1,025,828. This is equiva- 
lent to $6.70 a share on the outstanding 
153,000 shares of no par value. Gross 
income for the period was $5,362,536, 
and surplus after dividends was $566,- 
862. 


American Beet Sugar Co.—Total 
roduction of sugar for the year to end 
March 31st, next, will amount to about 
400,000 bags over the amount produced 

in 1919. The company is reported to 
have sold 25% of its estimated produc- 
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tion at a net profit of $1,800,000, and it 
is expected that the balance of the out- 
put will be disposed of at more than 
sufficient amount to provide for all pre- 
ferred dividends. 


American Agricultural Chemical Co. 
—Asset value of the common stock is 
placed at approximately $156 a share by 
R. T. Bradley, chairman of the Board of 
Directors. The quick assets of the 
company on that date, he says, ex- 
ceeded the entire indebtedness, includ- 
ing the outstanding bonds and de- 
bentures, by over $25,000,000, leaving 
the capital assets, real estate, plants, 
equipment, mining properties, etc. (in- 
cluding new plants under construction), 
valued at $52,680,150, “which is several 
million dollars less than their present 
cost of replacement.” 

Associated Dry Goods Corporation.— 
Year’s business. According to a state- 
ment issued by President Reyburn, 
following the recent declaration of the 
regular quarterly dividends of 1% on 
the common stock, 14% on the Ist 
preferred, and 14% on the second pre- 
ferred, the volume of business for 1920 
was the greatest in the history of the 
company. “Careful estimates” he said, 
“have been made of the result of the 
year’s business and it appears that 
stocks have been remarked at replace- 
ment values as nearly as that figure 
could be ascertained. Inventories at 
this time are less in amount than a year 
ago. Earnings are in excess of divi- 
dend requirements, and the corporation 
and subsidiary companies are in 
stronger financial position than at the 
same time last year, owing the banks 
nothing.” 

Atlantic Fruit Co.—Note issue. The 
executive committee of the company 
has approved the authorization and 
issuance of $6,000,000 5-year 8% con- 
vertible notes. The notes are to be 
convertible into the stock of the com- 
pany at the rate of 5 shares of stock 
for $100 par value of bonds. The 
money raised through the note issue 
will provide the necessary funds for 
completion of the company’s enlarged 
development and for the reduction of 
its borrowings from banks. 

Autosales Corp’n.—Financial State- 
ment covering the 10 months ended Oc- 
tober 31st, last, as submitted to the New 
York Stock Exchange, shows net income, 
after charges and Federal taxes, of 
$118,035, which ig equivalent to $2.22 
a share (par $50), -arned on the $2,656,- 
150 preferred stuck. 

ehem Motors Corp’n. — Pro- 
tective body formed. The stockholders 
have formed a committee to protect 
their interests and to work in unison 
with creditors and bankers in the hope 
of forming some reorganization plan 
which will preserve their equity in the 
properties. A deposit agreement, dated 
December 15th, is being prepared, and 
under it the stockholders will be re- 
quested to deposit their stock with the 
Bankers Trust Company of New York. 
It is stated that no plan of reorganiza- 
tion will be declared effective without 
giving depositors an opportunity to 
withdraw their holdings and, further- 
more, that the committee will make no 
charge unless some plan of reorganiza- 
tion is effected. 

Corn Products Refining Co.—Extra 
Dividend. The company has declared 
an extra dividend of 50c a share in addi- 
tion to the regular quarterly dividend of 
$1 a share on the common stock, the 
same being payable January 20th to 
stockholders of record January 3d. The 
company also has declared the regular 
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quarterly dividend of $1.75 a share on 
the preferred stock. 

Cuban-American Sugar Co.—Annual 
report for the year ended September 
30th, 1920, shows net profits, after all 
charges, depreciation, and Federal 
taxes, of $12,117,191, which is equivalent, 
after payment of preferred dividends, 
to $11.56 a share (par $10), on the 
$10,000,000 common stock. This com- 
pares with a net profit.of $7,091,296, or 
$65.38 a share (par $100), on the $10,- 
000,000 stock in the previous year. The 
profit and loss surplus on September 
30th, last, amounted to $29,931,764, an 
increase for the year of $7,564,625 

Durham Hosiery Mills, Inc.—Capital 
increased. The company has increased 
its capital to $10,000,000, to be divided 
as follows: 50,000 shares of preferred 
stock, par value $100 each; 12,500 shares 
of common “A” stock, par value $100 
each, and 75,000 shares of common “B” 
stock, par value $50 each. 

Fajardo Sugar Co.—Annual report 
for the year ended July 21st, last, shows 
surplus after charges, but before Fed- 
eral taxes, of $5, 456, 918. This is equiv- 
alent to $94.73 a share on the $5,760,100 
outstanding common stock, and com- 
pares with $471,033, or $14.11 a share 
earned on the $3,337,200 outstanding 
common stock in the previous year. 

Farrell (Wm.), & Sons, Inc.—Total 
sales for the 6 months ended September 
30th, last, amounted to $8,652,932, and 
net profits for the same period after 
reserves for bud debts, depreciation, 
aoe and other charges, totaled $439,- 


The management regards this show- 
ing as satisfactory in view of the fact 
that the coal supply was vastly inade- 
quate during the period under review, 
while the difficulties of transportation 
and labor conditions rendered these 
six months the most difficult ever ex- 
perienced in the retail coal business. 


General Electric Co.— Condensed 
profit and loss account as of May 3lst, 
1920, shows net sales billed of $106,- 
252,420, balance after cost of sales, de- 
preciation, etc., $13,968,194; total income, 
$16,319,063; profit available for divi- 
dends, $15,286,687; surplus after divi- 
dends, $8,828,311, and total surplus, $72,- 
838,556. The consolidated balance 
sheet, as of May 3lst, last, shows cash 
amounting to $45,029,377, accounts re- 
ceivable, notes and acceptances receiv- 
able, totaling $48,924,867, and notes and 
eg payable, aggregating $42,- 

General Motors Corp’n.—Stock divi- 
dend omitted. The corporation has 
omitted the stock di idend of 1/40th of 
a share, which has been paid quarterly 
since March, 1920, on the common 
stock, and has declared the regular 
quarterly cash dividend of 25c a share 
on that issue. Regular dividends of 
$1.50 a share on the preferred, $1.50 a 
share on the 6% debentures, and $1.75 
a share on the 7% debenture stocks 
have been declared, all dividends being 
payable February Ist to stock of record 
January 10th. 

Goodyear Tire & Rubber Co.—Loan 
authorized. At a special meeting held 
on December 24th the stockholders 
voted in favor of a $50,000,000 mort- 
gage loan on the physical property of 
the company, to cover the company’s 
new financing plan. At the same meet- 
ing it was announced that the Monnett 


asking for a_ receivership for the. 


company had been denied by the courts. 
Goodyear Tire & Rubber Co—An- 
nual statement, recently issued, shows 


a net deficit of $15,647,653, representing 
largely shrinkage in inventories, but not 
including anticipated losses on con- 
tractual obligations for rubber and fab- 
rics, which are expected to approximate 
$19,000,000. The deficit is shown de- 
spite the fact that the past year was 
the biggest in the history of the com- 
pany, with sales exceeding $205,000,000. 

Grapeola Products Corp’n.—A peti- 
tion in bankruptcy has been filed 
against the corporation, manufacturer 
of beverages at 10 W. 22d street, Nev 
York City. It is stated the liabilities 
are about $400,000, and the assets about 


,000. 

Indian Packing Corp’n.—Merger ap- 
proved. Ata recent special meeting of 
the stockholders, the directors were au- 
thorized to sell, lease or exchange the 
company’s property and assets to the 
Acme Packing Co. In addition to trans- 
ferring the property and assets, it is 
proposed that the Indian Packing 
Corp’n shall pay the Acme Packing Co. 
$637,500 cash, receiving in exchange 
425,000 shares of Acme Stock. The mer- 
ger plan provides that as soon as the 
transfer has been made, Indian Packing 
stockholders should have the right to 
purchase 127,000 shares of Acme stock 
at $5 per share. The net result to In- 
dian Packing stockholders is that each 
holder of 10 shares, by paying $15 in 
cash, will receive 10 shares of Acme 
stock, but if the holder does not desire 
to make the cash payment, he will re- 
ceive 7 shares of Acme stock for every 
ten shares of Indian Packing held. 

Inland Steel Company.—Plant opera- 
tions. The plants of the company re- 
turned to a 12-hour day operating basis 
on January Ist. During the last year 
and a half operations have been main- 
tained on an 8-hour basis of three shifts. 
The number of employes has been re- 
duced, but the amount of pay per hour 
remains unchanged. 

Manati Sugar Co.—Annual report for 
the year ended October 31 last, shows 
net profits, after taxes and depreciation, 
of $2,668,131, which is equivalent, after 
deduction of preferred dividends, to 
$24.23 a share on the $10,000,000 out- 
standing common stock. This com- 
pares with net profits of $1,233,097, or 
$9.98 a share, in the preceding year. 

Manhattan Electrical Supply Co.— 
Gross sales in October amounted to 
$607,203, compared with $751,353 in the 
corresponding month of 1919. For the 
10 months ended with October, gross 
sales were $6,359,339, against $5,727,566 
for the corresponding period of last 
year. It is stated that sales for Oc- 
tober and November showed a marked 
decline, both in wholesale and retail 
trade, but that a substantial recovery 
set in early in December, and that the 
company’s wholesale business is ex- 
pected to show a gradual increase dur- 
ing the.early months of 1921. 

New York Dock Co—November 
gross earnings were $501,815, an in- 
crease of $54,327 over November last 
year, and surplus after taxes and 
charges was $105,414, an increase of 
$30,792. 

For the 11 months ended with No- 
vember gross earnings were $5,317,960, 
an increase of $585,235 over the corre- 
sponding period of 1919, and surplus, 
after taxes and charges, was $915, 
an increase of $112,338 

Santa Cecelia Sugar Corp’n.—Divi- 
dends passed. Owing to the unsettled 
conditions of the sugar industry in 
Cuba and elsewhere, and to the un- 
certainty of the financial situation gen- 
erally, the directors have decided that 
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the best interests of the corporation 
would be served by withholding decla- 
rations of dividends on both its com- 
mon and preferred stock for the time 
being, and until conditions generally 
shall have righted themselves. Accord- 
ingly, the directors have passed the 
regular quarterly dividends of 25c a 
share on the common and 14% on the 
preferred, due at this time. 


Sears, Roebuck & Co.—December 
sales, with the last three days esti- 
mated, totaled $19,177,458, or a decrease 
of 38.03% compared with December, 
last year. Sales for the full year were 
$254,605,056, or a decrease of 1.29% 
compared with 1919. , 


Steel & Tube Co. of America.—Net 
income after charges and Federal taxes 
for the eleven months ended November 
30, last, was $10,289,349, which is 
equivalent to $58.79 a share on the $17,- 
500,000 outstanding preferred stock. 
After payment of preferred dividends, 
there was a surplus for depreciation and 
common dividends amounting to $39,- 
166,433. 


United Paperboard Co., Inc.—Sur- 
plus after charges for the 3 months 
ended August 28, last, was $1,183,780, 
which is equivalent, after preferred divi- 
dends, to $11.85 a share on the $9,186,- 
400 common stock. After payment of 
preferred and common dividends, there 
was a net surplus for the period of 
$905,498. 

United States Envelope Co.—New 
stock. At a special meeting held on 
January 7 the shareholders voted ap- 
proval of an increase of $3,000,000 of 
the authorized common stock, making 
the total authorized $4,000,000, and 
bringing the total authorized capitaliza- 
tion to $8,000,000, of which $4,000,000 is 
preferred. It is proposed to issue only 
$750,000 of the common stock at this 
time. 

Virginia-Carolina Chemical Co. — 
Bond issue. The stockholders, at a 
special meeting on December 28, ap- 
proved by a large majority and without 
a dissenting vote the proposal to issue 
$12,500,000 12-year sinking fund deben- 
tures, 

V. Vivaudou, Inc.—Annual report for 
the year ended August 31, last, shows 
net earnings, after all charges and pro- 
vision for taxes, of $696,416, which is 
equal to $2.32 a share on the 300,000 
shares of no par value capital stock out- 
standing. Gross business during the 
year amounted to $6,446,785. 

Woolworth (F. W.), Company.—Big- 
gest year. The company has just closed 
the biggest year in its history, with total 
sales of $141,250,000, which represents 
a gain of nearly $22,000,000, or about 
18.2%, over 1919. The company’s holi- 
day trade is reported to have been the 
largest on record, the sales in Christ- 
mas week amounting to $10,032,273, or 
an average of about $1,450,000 daily. 








MINING 


Anaconda Copper Mining Co.—Divi- 
dend passed. At the meeting of direc- 
tors on December 28th it was decided 
to defer action on the dividend.on the 
stock. Three months ago $1 per share 
was ordered paid, that rate having 
been distributed quarterly since May, 
1919. In February of 1919, $1.50 per 
share was paid, while from August, 
1916, to November, 1918, the stock was 
on a $8 per annum basis, quarterly dis- 
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bursements of $2 per share having been 
paid during that period. 

Alvarado Mining & Milling Co.— 
Financial statement for the year 1920, 
with November and December returns 
estimated, shows net earnings, after 
taxes and interest charges, of $728,199. 
Owing to the uncertain outlook for the 
silver market and the necessity for con- 
serving the company’s cash resources, 
the directors have decided to omit the 
usual quarterly dividend of 50c payable 
at this time. 

Callahan Zinc-Lead Co.—9 months’ 
earnings. This company, formerly the 
Consolidated Interstate-Callahan Min- 
ing Co., in its statement to the New 
York Stock Exchange.for the 9 months 
ended Sept. 30th, last, reports net in- 
come, after expenses and depreciation, 
of $276,129, which is equivalent to 73c 
a share (par $10) earned on the $3,793,- 
030 outstanding capital stock. 

Chile Copper Co.—Quarterly ‘ report 
covering the 3 months ended Sept. 30th, 
last, shows a surplus after charges, in- 
cluding depreciation, of $878,008, or 23c 
a share earned on the outstanding cap- 
ital stock of $25 par value. This con- 
trasts with llc a share earned in the 
preceding quarter, and lc a share earned 
in the corresponding quarter of last 
year. 

Net profits for the quarter ended 
September 30th, last, were $2,105,160, 
against $1,597,360 in the preceding 
three months. Other income was $210,- 
000, against $288,041. Interest charges, 
amortization, depreciation, etc., aggre- 
gated $1,437,242, against $1,460,687, leav- 
ing a surplus for the period of $878,008, 
against $424,714 for the corresponding 
period of 1919, 

Delaware, Lackawanna & Western 
Coal Co.—Capital increase. At a re- 
cent special meeting the stockholders 
ratified the proposed .acrease in the 
capital stock from $0,800,000 to $20,- 
000,000. It is planned to distribute 
$4,943,025 of the new stock as a 75% 
stock dividend-to stockholders of rec- 
ord December 23d. 


Granby Consolidated Mining, Smelt- 
ing & Power ene production 
in November amount to 2,465,585 
pounds, comparéd with 2,293,000 pounds 
in October, 2,239,175 pounds in Sep- 
tember and 2,471,200 pounds in August. 
In November of last year the output 
was 1,776,863 pounds. 

Greene Cananea Copper Co.—Divi- 
dend passed. At their meeting on De- 
cember 23d the directors decided to 
omit the dividend payable at this time 
on the capital stock, “on account of 
conditions prevailing in the metal mar- 
ket.” The company had on that date 
in copper on hand, upon the basis of 
the contract price for that which has 
been sold, but not delivered, and costs 
for the balance, a total of $7,340,305, 
against which it owed for advances on 
metal $1,812,848. It had no other in- 
debtedness except for current operat- 
ing expenses. 

Inspiration Consolidated Copper Co. 
—Dividend passed. The directors re- 
cently decided that on account of pre- 
vailing conditions in the metal market, 
the resources of the company should 
be conserved and its present strong 
financial position maintained, and there- 
fore no dividend was declared. The 
statement issued by the directors an- 
nounced that the company had copper 
on hand, upon the basis of the contract 
price for that which has been sold but 
not delivered, and costs for the balance, 
a total of $10,216,724, against which it 
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We have prepared a special 
circular describing this suc- 
cessful company. 


Itis controlled by the Royal 
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of oil from Mexico. Its 
potential production is 
stated to be upwards of 
250,000 barrels of oil per 
day. This company is the 
largest refiner of oil in 
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capacity of upwards of 
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open market at $18 per 
share. 
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owed for advances on metal $2,212,848. 
It was announced after the meeting 
that the company had no other indebt- 
edness except for current operating 
expenses. 

United States Smelting, Refining & 
Mining Co.—Dividend reduced. e 
me ges has reduced its quarterly divi- 
dend to 50c a share on the common 
stock, which dividend is payable Janu- 
ary 16th to holders of record January 
6th. The common stock paid $1.50 a 
share quarterly during the past year. 
The regular quarterly dividend of 87%4c 
aon on the preferred stock was de- 
clared. 


United Verde Extension Mining Co. 
—Copper production. According to 
present plans, the company will con- 
tinue to produce about 3,000,000 Ibs. of 
copper monthly, with one furnace of its 
two-unit smelter in operation. No new 
development will be undertaken, it is 
stated, but work already started will 
be carried to completion. The com- 
pany is said to have about 12 years’ 
ore in sight. It has more than 30,000,- 
000 Ibs. of unsold copper on hand, rep- 
resenting close to a year’s production 
at the present rate of output. 

Yukon Gold Co.—New tin property 
recently acquired by the company in 
the Malay States will, President Wil- 
liam Loeb, Jr., estimates, vield between 
$10,500,000 and $16,500,000 over the 
next fifteen years, thus enabling the 
company to use a large part of its 
equipment from its expired gold oper- 
ations. The company expects that by 
the end of June financial and commer- 
cial conditions will be so far improved 
as to permit financing required for fur- 
ther development of the company’s 
properties. 
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Cincinnati Gas & Electric Co.—New 
bond issue. The stockholders recently 
voted their approval of the proposal to 
authorize an issue of $50,000,000 bonds, 
to be a prior lien and refunding mortgage, 
the bonds to run 40 years with sinking 
fund provisions. 


Of the total issue, $15,000,000 is to be 
set aside to refund present outstanding 
note issues, over $5,000,000 will be used 
to finance the fourth generating unit at 
the river power plant, and the balance 
will be reserved for future issue to fin- 
ance future requirements of the company. 

Cities Service Co.—Earnings state- 
ment covering the 12 months ended 
November 30th, shows gross earnings 
for that period of $24,629,168, as com- 
pared with $20,025,743 for the preceding 
12 months. Net earnings were $23,927,- 
711, against $19,329,354 for the preceding 
year. The percentage earned on the aver- 
age amount of common stock outstanding 
in the last twelve months is given as 
43.61, which compares with 39.09% for 
the corresponding period in 1919. 


Columbia Gas & Electric Co.—Gross 
earnings of the co: y and its sub- 
sidiary properties in November totaled 
$1,355,202, an increase of $236,459 over 
November, last year. Total income 
amounted to $877,221, an increase of 
$160,834, and surplus, after charges, etc., 
was $452,898, an increase of $140,547. 
For the 12 months ended with November 
gross earnings were $14,634,468, an in- 
crease of $2,779,369 over the correspond- 
ing period of 1919; total income 


amounted to $9,916,869, an increase of 
THE MAGAZINE OF WALL STREET _ 


$2,258,774, and surplus after fixed charges, 
etc., amounted to $4,831,550, an increase 
of $1,883,989. 

Commonwealth Power, Railway & 
Light Co.—November gross was $2, 
767,988, an increase of $321,724 over No- 
vember, last year, and surplus after 
fixed charges, taxes, “etc, was $229,179, 
a decrease of $8,347. Balance after pay- 
ment of preferred dividends was $139,- 
414, a decrease of $8,347. 

For the 11 months ended with Novem- 
ber, gross earnings totaled $28,303,030, 
an increase of $4,927,148 over the corre- 
sponding period of 1919. Surplus after 
fixed charges, taxes, etc., was $1,496,715, 
and balanée after preferred dividends was 
$509,335, a decrease of $518,023. 

Consumers Power Co.—Gross earn- 
ings in November were $1,301,770, an 
increase of $180,311 over the same 


month of last year; surplus after fixed, 


charges was $320,075, a decrease of $7,122, 
and the balance, after payment of pre- 
ferred dividends, was $254,008, a decrease 
of $7,910. 

For the eleven months ended with No- 
vember gross earnings were $12,856,136, 
an increase of $2,572,872 over the corre- 
sponding period of 1919; surplus after 
fixed charges, was $1,892,681, a decrease 
of $315,975, and balance after payment of 
preferred dividends was $1,178,542, a de- 
crease of $323,800. 

Interborough Rapid Transit Co.— 
Gross earnings in November were $4,- 
813,687, an increase of $526,737 over the 
same period last year. The deficit after 
charges and taxes was $261,430, against 
$155,226. 

For the 5 months ended with November 
gross earnings were $21,989,324, an in- 
crease of $2,457,368 over the correspond- 
ing period of 1919, and the deficit after 
taxes and charges was $2,381,357, against 
$1,898,196 last year. 

The company paid, on January Ist, the 
interest on its Ist and refunding 5% 
mortgage bonds, and thereby averted a 
possible receivership. 

Nevada-California Electric Corp’n.— 
Gross earnings in November were $205,- 
052, an increase of $23,848 over Novem- 
ber last year, and surplus after charges 
and taxes was $47,318, an increase of 
$16,996. 

For the eleven months ended with No- 
vember gross earnings were $2,848,943, 
an increase of $487,282 over the corre- 
sponding period of last year, and surplus 
after charges and taxes was $862,621, an 
increase of $207,969. 

Pacific Gas & Electric Co.—Gross 
Revenue for the 10 months ended Oc- 
tober 31st, last, was $28,914,815, an in- 
crease of $7,200,386 over the correspond- 
ing period of 1919. After bond interest 
and discount, and additional depreciation 
reserve, there was a surplus of $3,291,- 
875, which represents an increase of $502,- 
354, and after preferred dividends, there 
was a balance available for the common 
stock of $1,783,193, an increase of $273,- 
442 over the corresponding period of last 
year. 

Third Avenue Railway Co.—Novem- 
ber gross earnings were $1,060,260, as 
compared with $975,364 for the same 
month of 1919, and the deficit after taxes 
and charges was $81,800, as against a de- 
ficit of $49,000. 

Twin. City Rapid Transit Co.—No- 
vember gross earnings were $1,182,517, 
an increase of $177,363 over November, 
last year, and surplus, after fixed charges, 
was $67,438, an increase of $7,230. 

For the 11 months ended with Novem- 
ber gross earnings were $11,732,212, an 
increase of $1,495,592 over the corre- 
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sponding period of 1919, and surplus 
after fixed charges and taxes was $952,- 
591, an increase of $32,981. 


United Gas & Electric Co.—Novem- 
ber gross earnings of the company and 
its subsidiaries totaled $1,141,305, an in- 
crease of $161,575 over November last 
year; totol income was $349,347, a de- 
crease of $28,882, and surplus after taxes 
and fixed charges was $188,175, a decrease 
of $35,405. 

For the 12 months ended with Novem- 
ber, gross earnings were $12,267,563, an 
increase of $2,006,491; total income after 
taxes was $3,944,393, an increase of $343,- 
502, and surplus after fixed charges was 
$2,041,996, an increase of $274,469. 


United Railroads of San Francisco.— 
Reorganization plan. The California 
State Public Utilities Commission has 
approved the reorganization plan, which 
provides that holders of the 4% bonds 
shall receive 15% of the face amount of 
their holdings in Market Street Railway 
Co. 5% bonds; 50% in prior preference 
stock, bearing cumulative dividends at the 
rate of 6% per annum; 5% in preferred 
stock bearing cumulative dividends at 
the rate of 6% per annum; 10% in sec- 
ond preferred stock bearing non-cumula- 
tive dividends at the rate of 6% per an- 
num, and 20% in common stock of the 
Market Street Railway Co. 

The junior securities, including unse- 
cured notes of United Railroads of San 
Francisco, held by the California Railway 
& Power Co., will be taken care of by 
an issuance of $12,175,000 junior securi- 
ties of the new company. This includes 
$3,825,000 preferred stock, $2,350,000 sec- 
ond preferred stock, and $6,000,000 com- 
mon stock. The old company has more 
than $2,000,000 cash on hand, and a sink- 
ing fund of $2,470,215, which will be 
turned over to the new company. Divi- 
dends on the new Market Street Rail- 
way Co. 6% prior preference stock will 
be paid from July Ist, 1920. 


United Light & Railways Co.—Gross 
earnings in the 12 months ended with 
November were $11,868,576, an increase 
of $1,732,378 over ,the preceding 12 
months; net after taxes was $3,343,775, 
an increase of $425,854, and balance after 
preferred dividends was $1,490,215, an in- 
crease of $362,783. This is the best 12 
months’ statement reported in the his- 
tory of the company. 


Utah Securities Corp’n.—November 
gross earnings of the properties now 
controlled by the corporation, inter- 
company charges eliminated were $843,- 
500, an increase of $181,879 over Novem- 
ber last year, and net earnings were $438,- 
841, an increase of $90,693. 

For the 12 months ended with Novem- 
ber gross earnings were $8,453,325, an 
increase of $1,202,215, and net earnings 
were $4,018,087, an increase of $274,976. 








OIL NOTES 








Atlantic Refining Co.—Oil Supply. 
The minority stockholders of the At- 
lantic Lobos Oil Co. are said to have 
reached an agreement with the Atlantic 
Refining Co. on the contract under which 
the latter obtains from the Atlantic Lobos 
its output of oil. As a result of the 
agreement and of the settlement of other 
minor matters by the new arrangement, 
it is expected that dividends will shortly 
be paid on Atlantic Lobos preferred stock. 

Barnsdall Corp’n. — Merger Ap- 
proved. The Board of Directors has 
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voted in favor of the proposed merger 
of the company with the Big Heart 
Producing & Refining Co. Shareholders 
of the latter concern will be entitled to 
receive stock in the Barnsdall Corp’n. on 
the basis of one share for every five 
shares of Big Heart held. 


The Big Heart Producing & Refining 
Co. has a total authorized capitalization 
of $7,500,000, of which $5,500,000 is out- 
standing in shares of $10 par value. Tne 
company, besides owning producing oil 
Properties in the Mid-Continent field, 
operates a refinery at Big Heart, Okla- 
homa, which has a capacity of 2,500 bar- 
rels a day. 


Gross sales and earnings for the 10 
months ended October 3lst, last, amounted 
to $3,346,676, net earnings from opera- 
tions totalled $531,730, and net income 
after interest, taxes, etc., was $474,249. 


Barnsdall Corp’n.—Reports for the 
period from January Ist to October 
31st, last, gross sales and earnings from 
all companies of $5,866,744, net producing 
and operating income of $3,542,923, and 
net income, after deductions, of $2,299,415. 


California Petroleum Co.—Net earn- 
ings, after all charges and taxes, for 
the 9 months ended September 30th, 
last, amounted to $1,795,399, equivalent 
to $7.67 a share on the outstanding com- 
mon stock after payment of preferred 
dividends. This compares with $1,489,- 
221, or $5.65 a share earned in the cor- 
responding period of 1919. Gross earn- 
ings amounted to $4,498,477, as compared 
with $3,452,591 last year. 
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inventory, taken at current price levels, 
the largest in the history of the company. 
Cash on hand amounted to $366,000. The 
company held Canadian Victory Loan 
bonds valued at $20,000. Accounts and 
notes receivable totaled over $1,077,000, 
and there was due from the branches 
$27,382. Total current liabilities were 
$1,078,000. On this date the company 
had investments in other concerns amount- 
ing to $585,000, of which sum $301,000 
was in the Harley company. The net 
asset value of the common stock, after 
deducting $5,000,000 good-will, was $52.30 
per share as of August 31, 1920. 


Unfilled orders on the books on Au- 
gust 31 amounted to 3,500 machines, as 
compared with 9,000 a year ago. It is 
reported that 200 of the 1,700 employees 
have been laid off and that the others 
have been placed on a part-time basis on 
account of cancellation of orders. 


Recent quotations on the common stock 
have ranged from 46% to 13 this year, 
and at present the stock is selling around 
the low price. The preferred stock is 
quoted at about 85 a share. The earn- 
ings on the common stock, and its asset 
value of $52 a share, would apparently 
justify a higher market value, especially 
if the increase in export trade continues 
to compensate for the expected decrease 
in domestic trade. This issue, however, 
must be regarded as speculative, and the 
general prospect for the motorcycle in- 
a is not especially attractive —vol. 25, 
p. 557. 
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densed statistics and 
information relative 
to stocks and bonds 
listed on the leading 
exchanges in United 
States and Canada. 


It will be found of 
value to those inter- 
ested in securities. 


If you cannot call, send 
for booklet M. W.15 














WILSON & CHARDON 


Members Consolidated 
Stock Exchange of New York 
62 BROADWAY, NEW YORK 
Telephone Whitehall 1964 














Chas. F. Noble 
Oil & Gas Co. 


One of the strongest inde- jj 
pendent Oil Companies. Earns 


over 30%—pays 12%. 
Special circular on request 


“The Oil Industry” 


Published monthly in the in- 
terests of investors in oil 
securities. 


Free on request . 


R.C.Mecarcec&Co. 
27 Pine St., New York 
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provingly of St. Louis & San Francisco 
income 6s. I bought five of them at 55 
and made arrangements with (a member 
of the New York Stock Exchange) to 
carry them for me as a marginal account, 
paying them the $1,000 and expecting to 
pay $75 per month into the account. As 
soon as I have enough margin, I expect 
to get five more and so on. I expect to 
get a total of twenty bonds by the end of 
1921 and figure that if I keep on paying 
$75 per month for two more years after 
that, that is, until the end of 1923, and 
credit my account with the interest re- 
ceived, the bonds should be paid in full in 
9 years. I figure on an outside income of 
$1,200 per year after that. As I have 
only five bonds at present, should the 
price drop to 50 in the next couple of 
months I would get five more and pick 
up the other ten sometime in 1921. I do 
not believe that they are likely to go be- 
low 45 as things are now. 
What is your opinion of 
scheme ?—A. A. D. . 
There are two unfavorable points in 
your plan. First, you do not allow for 
that diversification which is essential to 
careful investing. The unwisdom of 
putting all one’s eggs into one basket has 
been frequently enlarged upon in this 
Macazine. Secondly, income bonds, in 
the class of which the Frisco issue 
is an example, are dependent for interest 
payments on the earnings of the company. 
This removes them somewhat from the 
conservative investment field to which 
small investors or new investors should 
largely confine themselves.—EprtTor. 


the entire 


Editor, Tat Macazine or WALL STREET: 


Sir: Will you kindly advise me as to 
the rules of the New York Stock Ex- 
change regarding the payment of dividends 
on stock? Suppose I buy some stock and 
do not have it transferred to my name. 
The dividend is then sent to the original 
owner of the stock. Is there any way for 
me to get the*dividend or must I have the 
stock transferred to my name first? Also, 
if I sell some stock, the purchaser does 
not have it transferred to his name, the 
dividend still comes to me, and the man 
or broker who bought the stock claims 
the dividend; must I send him a check 
for this amount every quarter?—J. F. S. 

If you purchase stocks listed on the 
New York Stock Exchange, you can have 
same transferred into your own name, 
either by writing to the Registrar whose 
name appears on the certificate, or through 
a member of the New York Stock Ex- 
change. If a dividend should fall due, 
the last registered owner would receive 
it, even though he may not be entitled to 
it. 

Your best course would be to get in 
touch with the house that sold you the 
stock, and collect from them the last 
dividend if you have not already received 
it. Then have the stock registered in 
your own name to avoid any future con- 
fusion.—Enprror. 


for JANUARY §8, 1921 


































Hamburg 


















Pittsburgh 
Cincinnati 






Saarbruecken 





We redeem all coupons 


Von Polenz & Co., Inc. 


60 Broadway, New York 


(subject to prior sale) 
Printed in English and German 


Berlin 


German Community Loan 










Berlin, Germany 


Boston 


Denver Chicago 


Write, today, for our Circular “M” 







We own and offer for immediate delivery 


CITY OF COBLENZ 4% BONDS OF 1920 


Also large blocks of the following 4% issues 
Greater Berlin 


Munich 














Philadelphia 
Milwaukee 











140 So. Dearborn Street 


WHY 


of Tulsa, Okla. 
IS A GOOD BUY 


No Bonded Indebtedness 


Stocks and Bonds 


Further particulars upon request 


request 







NOWATA OIL & REFINING CO. 


12% Participating, Cumulative Preferred Shares, Par $100. 
Properties in Proven Fields of 8 Counties m Oklahoma. 
Dividends of 1% payable Monthly. 
47% in dividends have been paid in less than 4 years. 90% 
of wlls are steady producers. 
Tangible Assets 
Outstanding Stock ... 


. . -$1,470,138.99 
821,897.00 


This Issue is Offered - Par, $100.00 per Share 
y 
Wilk & Company, Inc. 


Chicago, IIl. 


List of Attractive Bonds Yielding up to 8%% sent on 






































WE SPECIALIZE IN 


Detroit Motor 
Stocks 
Gladys Belle Oil 
Invader Oil of 
Oklahoma 
Noble Oil & Gas 


W.A. HAMLIN & CO. 


DETROIT STOCK EXCHANGE 


Penobscot Bldg. Detroit 
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$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in Established 
Financial Institution 


—Enjoying unusual confidence. 


—Well pepocted by stringent State 
Banking Law 

—Lending money on good 
the safest basis known to b 
widely distributed small loans. 


strong mquagement, ~~ an 
enviable 7 years’ record of preved 
dependability. 


nity to share in at least 
“225 the substantial prefits. 
—Yielding « total of 11% te the bond 
—"s now and for several years 
and growing steadily with the 
Solid expansion of its loan service in 
many States. 
8 ion of every one of the 
quaiete of security | ny tov 
t conservative invester, cnr 
eying 7 with it a large share of the 


Over a Quarter Century of cmperinny 
im finance and business ~_ 

behind our recommendation this. é 
vestment. 


Send for Circular B giving full details. 


Clarence Hodson & Ch. 
SVR BNG Above tne Agee 
26 Cortlandt St., N. Y. C. 
Branches in Many. Principal Cities 











ANNOUNCEMENTS 


}}/ IMPORTANT DIVIDEND 


Amt. Stock of Pay- 


Rate Name 


6% Am Agric Chem, p 14%Q 12-20 

8% Am Agric Chem, c.e2 %Q 12-20 

$4 A B Note, c ($50) .$1 Q 2-1 

$3 A G & El, p ($50) 75e QO 1-15 
- Anglo-Am O ( £1).52%c 
—Payalile to holders of coupon 20. 

7% Asb Corp of Can,p 14%Q 1-1 

6% Asb Corp of Can, c 14%Q 1- 1 
. Asb CorpofC,pex. 2 % 1- 1 
. AsbCorpofC,cex. 2 % 1- 1 

5% At, Top & S Fe, p2%%S 12-31 

7% Atl Cst L R R, c.. 34%S 12-27 

100% A,.G&WISScS5S &S 12-30 
- Br Am Tob,c (£1) 4 &@ 12-22 
. Br Am Tob,c (final) 9 &% 12-22 

6% Cit Serv, p 1-15 

6% Cit Serv, p B YG!) -15 

6% Cit Serv, c M -15 
. Cit Serv, c¢ ext. 

5% C,C,C&StL, p 

7% Corn Pr Refin, p... 

4% Corn Pr Refin, c... 
. Corn Pr Refin,c ext “4% 

$2.50 Cos&Co,c (no p).62%c QO 

4% Cramp (W) & Sons 1 %QO 

8% Detroit Edison..... 2 %Q 

$1 Dome Mines, Ltd..25¢ Q 

6% Dominion Steel, p. 14%Q 

7% Duquesne Lt, p... 14%%Q 

8% Famous Pl-Lasky,p. 2 %Q 

6% Fed Sug Refin, p.. 14%Q 

7% Fed Sug Refin, c.. 14%%Q 

7% Gr Northern Ry, p. 14%%O 

$1 Hupp M,C, c ($10).25¢ Q 

$8 Indiana P L ($50) .$2 Q 

5% Internat] Agric, p 14%QO 

7% Internat’l Harv, c. 14%4%Q 

os t Harv, c st div.e2 % 


6% Int Mer Mar, p... 3 %S 
4% Kans City So Ry.. 1 %Q 
7% Kayser (Jul), Ist p 14%O 
7% Kayser (Jul), 2nd p 1%%Q 
50c Kerr L M, Ltd($4).12%e O 
$2 Loew’s, Inc (no p).50c Q 
7% Louisville & Nash... 34%S 
6% MacAndrews & F,p 14%%Q 
10% MacAndrews & F,c 2%%O 
12% Mex Petrol, c 3 %Q 
$1 Nipissing M ($5)..25c Q 
..++ Nipissing M, ext. .25¢ 
4% Norfolk & West,p. 1 %Q 
8% Nova Sco S&C,p. 2 %O 
5% Nova Sco S&C,c. 14%Q 
6% Otis Elevator, p 14A%Q 
8% Otis Elevator, c... 2 %®Q 
. Otis Elevator, cex. 2 % 
5% Pac G&E (Cal),c. 14%O 
12% PAP&T,c A($50) 3 %Q 
12% PAP&T,c B($50) 3 %Q 
12% Prairie O & G.... 3 a 
. Prairie O & G, ext. 3 
12% Prairie Pipe Line. 3 %Q 
8% Procter & G, 8% p. 2 %Q 
$8 Pun A Su, c ($50).$2 Q 
.... Un Cig S of A,c. 1%%Q 
$3.50 Un Dr, ist p ($50).87%e QO 
..-+ Un Fruit, st div. .x100% 
2%c Un Profit Sh (25c) 1%¢c S 
..-. Un Profit Sh,ex.. 1%4¢ QO 
7% U S Ind Alch, p.. 1%%Q 
$2 Un Verde Ext Min.50c Q 
$4 Vanad Corp of A..$1 Q 
8% Va Caro Chem, p.. 2 %Q 
4% Va Caro Chem, c.. 1 %Q 
7% West Un Tel 1%%Q 
$7 Westhse A B($50)$1.75 Q 
8% W E & M, p ($50) 2 %O 
8% WE &M,c ($50) 2 %Q 
e Payable in common stock. 
x Payable in stock. 


Declared Record ab! 


1-15 
1-15 
2-15 
2-1 
1-15 


1-15 
1-15 
1-15 
1-15 
2-1 
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U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this steck frem Oo- 
tober 15, 1917, to September 13, 1918. 
Puts and Calls closed eut for my clients 
during 1918 returned them from $721 te 
$4,7%@ Net Profit over their cost price. 
Simflar opportunities, if not better, ex- 
peeted in the coming year. 

Pots and Calls enable you on a small 
cash eutlay te take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while prefits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of tewn customers who are not 
in touch with the market are able to 
take advantage ef the finctuations with 
Puts and Calls just as theugh they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, & explains how 
they eperate. Price list and a copy of 
the above chart will be included. 


; WM. H. HERBST 
Dealer in Puts and Calls 
Endersed by Members of the N. Y. 
Stock Exchange 


20 Bread Street, New York City 
Tel. 1007 Rector Estab. since 1898 

















PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them im position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 
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KEEP POSTED| 


The books, booklets, mphliets, circulars, special etc., listed below have been [| 
- the wemnent case by houses of the highest standing. 


from the _ipcuing firm to the readers of THE 


prepared with 
They will be mailed on request direct 


MAGAZINE OF WALL STREET FREE OF CHARGE. 
We advise our readers to freely take advantage of this service, which will keep them in 


immediate touch with what is 


It is a “Specialized Service for Clients.” 


oing on in Wall Street, without any expense or obligation. 


Advertising Dept. 
MAGAZINE OF WALL STREET, 42 Broadway, New York City 
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MONTHLY RAILROAD BULLETIN 


Gives monthly gross and net 
earnings of all the railroads, 
tabulated in simple, concise 
form. It gives other informa- 
tion and statistics of importance 
to investors. (53) 


COMMON SENSE IN INVESTING 
MONEY 
This booklet has been com- 
piled to help everyone who 
wishes to invest money safely. It 
will appeal strongly to all who 
are practising thrift, who are 
spending less than they make 
and who, from month to month, 
and year to year, are building 
up a surplus to safeguard the 
future. (128) 


INVESTMENTS IN NATIONALLY 
KNOWN COMPANIES 

A beautifully prepared book, 

discussing stocks of companies 

whose profits are based on na- 

tion-wide demand. (120) 


THE BACHE REVIEW 


A summary of the general 
financial and business situation, 
issued weekly by a large New 
York Stock Exchange house. (5) 


A SEMI-MONTHLY INVESTMENT 
REVIEW 
“The briefest review of its 
scope” aptly describes this very 
interesting review edited by a 
very able statistician. (78) 


THE PREFERRED STOCK 


A handsome book discussing, 
in an elementary way, the pre- 
ferred stock. (74) 


GEORGIA FARM MORTGAGES 
This booklet. is issued by an 
old-established company special- 
izing in farm mortgages. It con- 
tains a good deal of information 
, of interest to investors. (127) 


PERSONAL FINANCE RECORD 


Every item relative to your 
finances — bonds, stocks, real 
estate, insurance, etc.—may be 
entered into places purposely 
» provided for them. Send for cir- 
cular describing this valuable 
book. (125) 


YOUR FORTUNE 
This booklet contains many 
interesting charts, showing how 
capital can be increased by in- 
vesting in Louisville Gas and 
Electric Company. (12) 


ifor JANUARY 8, 1921 





DENMARK AS A FIELD FOR 
AMERICAN INVESTORS 


This booklet is issued by a 
high class investment house and 
tells in clear, concise, non-tech- 
nical language the benefit of 
investing in the securiffes of 
this country. (114) 


THE OPINION OF AN EXPERT 


The opportunity to purchase 
investment securities yielding 
high returns is rapidly passing. 
A New York Stock Exchange 
firm has prepared a circular list- 
ing securities which, in their 
opinion, should be bought by 
the wide-awake investor. (126) 


FAITH IN A SECURITY 
SHOULD BEGIN AT HOME 


This is the belief of one in- 
vestment security house and the 
story of why they have Guar- 
anteed their security is pub- 
lished in an interesting booklet, 
which will be sent upon request. 


(75) 


“HOW FORMAN FARM MORT- 
GAGES ARE MADE” 


A handsome booklet discuss- 
ing this form of investment— 
from the farmer to the house of 
issue. (24) 


BASIC PRINCIPLES OF BOND IN- 
VESTMENT 


The first of a series of folders 
presenting elementary instruc- 
tions for investment in bonds. 
(37) 


HIGH CLASS INVESTMENT 
PREFERRED STOCKS 


This circular contains a list of 
preferred stocks and points out 
the salient features of this type 
of investment. It is of special 
value to those who contemplate 
purchasing these securities, as it 
contains full data about the fi- 
nancial standing of each com- 
pany listed therein. (44) 


TRADING METHODS 


A comprehensive little book, 
published with the endeavor to 
make clear points which have 
been often misunderstood by the 
experienced trader as well as 
the uninitiated. (15) 








Include a Few Shares 


COLUMBIA MOTORS 


among your purchases before the first” 
of F + Bama 


Market 4% bid—5% asked 


We have prepared a complete anal oe 
of this company, giving history, 

dend record, earnings, etc, A — 
will be mailed to you on request. 


LEE, GUSTIN & CO. 


Members Detroit Stock Exchange 
Dime Bank Building, Detroit 

















An Intelligent 
Understanding 


of domestic and foreign stock ex- 
change practices is of vital im- 
portance today 


STOCKS sist 
Market Places 
By Montgomery Recently a. | by 
Rollins Hornblower & Weeks 
discusses both domestic and foreign 
methods. In simple language it ex- 
plains the many classes and types 
of stocks, with an explanation of 
the terms and expressions used. 


Price $1.25 


If you desire further particulars 
write Dept. M. W. 


FINANCIAL PUBLISHING CO. 
“Service Books of Finance” 
17 Joy Street Boston, Mass. 








Mark A. Neble Theedere C. Corwin 


NOBLE & CORWIN 
25 Broad Street, New York 
Bank, Trust Company 
and Insurance Stocks 


Table of current statistics 
sent upon request 
Telephowe 1111 Bread 











We specitlize in 
Chase National 
First National 

Bank Stocks 
CLINTON GILBERT 


Bew York City Bask and Trust 
Ce. ks 


2 WALL ST. NEW YORK 
Tel. Rector «sa 

















Guaranty Trust Company 
of New York 


Capital and Surplus. . $50,000,000 
Resources more than.$800,000,000 
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What Have You to Show 
for Your Hard Work in 1920? 


How much money have you saved? What preparation have you made for 
your old age? Are you willing to be one of the vast number of men who 


are dependent on relatives or charity in their old age? Or are you going to re- 
solve right now to make 1921 see you well advanced on the road to Financial 


Independence. We will help you. 


Start the New Year Right 


THE MAGAZINE OF WALLSTREET is the originator of the movement for fimancial 
independence. Realizing that financial independence is not how much you earn but how 
much you accumulate, we have instituted a special department in our Magazine to show you 
how to accumulate. 


This department gives a liberal education to That the value of this series is generally rec- 
the young man who seeks to know more ahout ognized and is being read with keen interest is 
the art of investment and accumulation. shown by the many subscriptions we have re- 
ceived from colleges for classes in economics and 


It also® gives not only the fundamental prin- . 
practical finance. 


ciples of investment but also tells of the pitfalls 
that stand in the way of the beginner. In each 
issue this department gives definitely helpful : : : ‘ 
advices on— and inexperienced investor because of the timely 
Diese on Shei tr See and definite character of its treatment and the 
(2) Elementary Financial Principles. mass of information not usually found in books. 
(3) Investments for the Young Men—Saving on the 
Installment Plan. 
(4) The Right Kind of Insurance. It shows the practical everyday working out 


(S) Financing and Building a Home, and many : 2 
Other Problems. of many of the theories in 


It proves equally helpful to the experienced 


Our New Book, “Financial Independence at 50,” Offered Free with Each Subscription 


Our new book, by Victor De Villiers, is reprinted from a series of articles which appeared in 
THE MAGAZINE OF WALL STREET. It takes up each successive step in the accumulation and 
investment of surplus funds and will be found particularly helpful reading in connection with the new 
series of articles on “Building Your Future Income,” now running in the magazine. By special 
arrangement with the Book Department of THE MAGAZINE OF WALL STREET, we can offer a 
special combination of the book and THE MAGAZINE OF WALL STREET. 


SPECIAL OFFER (Good for 15 days only) 


Send $7.50 for the next 26 issues of the magazine and our new book, “Financial Independence at Fifty.” A 
single idea may make or save hundreds of dollars. 


BOTH aseeeeee ee eee eee ee = MAIL THIS COUPON TODAY? 2222 ee2eeeeeeee224 


THE MAGAZINE OF WALL STREET, 


(The Magazine of Wall) 42 Broadway, New York City. 


Street | year 
I enclose $7.50 for one year’s Subscription to The Magazine of Wall Street and your 


Financial Independence at 
new book, “Financial Independence at Fifty.” 


Fifty; new, cloth bound, ‘ 
225 pages 


for *7.50 
eo WBE. occccaceele 
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